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Risks in pay- 


2 We trust that every bank- 
ment of checks. - 


er to whom this Journal 
is sent will take the time to read care- 
fully the article which we have pre- 
pared for this number, bearing upon 
the recourse which a bank, paying 
checks to another bank which is a mere 
indorsee ‘‘for collection,” has, in case 
the checks turn out to be raised or the 
indorsement forged. From an extensive 
correspondence which we have had with 
the banking fraternity, we learn that 
probably a majority of bankers in the 
country do not recognize the fact that 
the modern decisions impose upon them 
great risks in the matter of check pay- 
ments, when collected by banks under 
such restrictive indorsements, but freely 
pay under the mistaken idea that in 
every case where a check is raised or an 
indorsement forged, the bank present- 
ing the check and receiving the money 
is answerable for its return, That this 
is not so in many cases, but that the 


collecting bank is a mere respectable 
channel of transmission to a principal 
further back, of known or unknown re- 
sponsibility, we trust to have made plain, 
in the published article. As said by one 
of our correspondents: ‘‘Let each bank 
ask itself the question—Upon how many 
checks that are paid at the counter each 
day do we find ourselves without re- 
course in case there are any forged in- 
dorsements? And I think when they 
answer this question they will be ap- 
palled.”” The subject is certainly one 
that demands immediate investigation 
as to where each bank stands,and of the 
remedy to be applied, to insure safety. 


The Bond Issue. The call by the govern- 


ment for sealed proposals, for the pur- 
chase of one hundred million dollars of 
United States 4 per cent. bonds, pay- 
able in coin, to be dated Feb. 1, 1895, 
and payable thirty years after date, had 
a most surprising and gratifying result. 
Bids were received from all parts of the 
country to the enormous aggregate of 
$568,000,000 at prices ranging from par 
to 120, with a few small bids even in 
excess of that figure. The syndicate 
represented by J. P. Morgan & Co., of 
New York, putin a bid for the whole or 
any part of the entire issue at 110.6877 
which necessarily shut out all bids be- 
low that figure. The bids above the 
price offered by the Morgan syndicate 
were 780 in number, and their total 
amount was $66,788,650. All these bids 
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were accepted, and the balance $33,211- 
250 was awarded tothe syndicate. This 
syndicate afterwards received the award 
of nearly $5,000,000 more, representing 
the amount of bids included in the 
sixty-six million above named, payment 
upon which was defaulted. It is there- 
fore seen that the total amount which 
will be realized by the government will 
approximate $111,000,000, and as pay- 
ment for the bonds must be made in 
gold, a very substantial addition to the 
government’s gold reserve will be 
achieved, even though a portion is with- 
drawn upon presentation of legal tend- 
ers, to enable some of the bidders, who 
cannot get the gold elsewhere, to make 
their payments, 

But the substantial enlargement of 
the government’s gold reserve is not the 
only beneficial result of this financial 
operation. The surprising aggregate 
of the bids for these bonds indicates 
clearly the prevailing belief in both the 
ability and disposition of the United 
States Government to maintain gold 
payments, and has created a widespread 
confidence which will check the tend- 
ency to raid the government for gold, 
for other than legitimate foreign ex- 
change operations. It indicates, also, 
that there is probably a larger aggre- 
gate of gold in the country than has 
formerly been estimated. The confi- 
dence engendered is reflected in the 
better prices for stocks which have since 
prevailed. The payment of this im- 
mense sum to the government will 
probably be effected without material 
disturbance of the money market, this 
being guarded against by the instal- 
ment method, and by the selection of 
national banks as government deposi- 
tories. Many of the bidders to whom 
bonds have been awarded are national 
banks, and the prices at which the bonds 


were acquired indicate a profit in the 
issue of circulating notes, based on the 
purchased bonds. It has been esti- 
mated that there will be a gradual in- 
crease in national bank circulation to 
the extent of about $20,000,000 as a re- 
sult of the bond issue. 


Financial Legis- 


oe oa Discussion still goes on, 


both in and out of Con- 
gress, upon the subject of financial leg- 
islation. The bond and certificate bill 
which passed the House found no favor 
in the Senate where the majority look at 
everything through silver spectacles. A 
free coinage of silver substitute passed 
that body byamajority of seven,and then 
being returned to the House, was not 
concurred in, and it isexpected will not 
even be dignified by the appointment of 
a committee of conference. There is no 
prospect of the Tariff bill being passed 
by the Senate; and there seems little 
chance for any measure authorizing na- 
tional banks to issue circulation up to 
par of bond security, to become a law 
at the present session, 

Outside of Congress, the whole sub- 
ject of currency is receiving wide dis- 
cussion through the newspaper and 
periodical press. There seems to bea 
very general sentiment that the legal 
tender notes of the government should 
be permanently retired by the issue of 
bonds, and their place be supplied by 
the issue of national bank currency to 
the par of bonds deposited. Unfortu- 
nately for all advocates of this policy, 
the Republican majority in Congress 
have strong predilection for this form of 
currency, and refuse to be influenced by 
the cry that it constitutes an ‘‘endless 
chain” to withdraw the government’s 
gold, and continuously deplete its re- 
serve. They ascribe the depletion of 
the reserve to the deficiency of revenue 
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and say when that is adjusted there will 
be no more trouble, 

In another column we publish a 
suggestion from a Louisville banker 
who, recognizing the staying quality of 
the greenback, makes a proposition for 
its management, by which it can be 
controlled by the banks and kept out of 
the hands of those who would present it 
for redemption in gold at the treasury. 

In brief, his suggestion is that the banks 
of the country hold them in their vaults 
asiawful reserve, paying out other forms 
of money, so that the circulating me- 
dium would consist of gold, national 
bank notes and silver. In this way, he 
points out, the entire issue could be 
locked up in bank vaults out of harm’s 
way. Wehave no doubt that this is the 
present policy of the banks to a con- 
siderable extent. The last publication 


of reports of 3,706 national banks 


showed that on Dec. 133, they held up- 
wards of $120,000,000 of legal tender 


notes as part of their lawful reserve, out 
of atotal of about $500,000,000, and 
doubtless a large amount more is held 
by the state banking institutions of the 
country. There is now considerably 
over $100,000,000 in the United States 
Treasury. 

The “endless chain’’ menace has been, 
in our opinion, considerably exagger- 
ated. There are various purposes for 
which United States legai tenders are 
useful, and the necessity of serving these 
purposes removes the basis for fears 
that the gold reserve is in any danger of 
being swamped by demands for re- 
demption. With the New York banks, 
for example, where silver certificates 
are not used in the payment of bal- 
ances at the clearing house, legal tend- 
ers are a constant necessity for this pur- 
pose, and it isa frequent operation for 
a bank which has too much gold, to de- 


posit it at the treasury in exchange for 
legal tenders, which are more con- 
venient to hold and pay through the 
clearing house. The following table 
which gives the amounts and mediums 
of balance payments at the New York 
Clearing House for the year ending Oct. 
1, 1895, shows to whata great extent 
the demand obligations of the United 
States are used for that purpose: 
$50,000.00 
5000.00 
25,000.00 
14335»000,00 
15,436,000.00 


1,009, 405,000.00 
87°, 318, 349.11 


$1,896,574,349-11 


U. S. gold coin 

U. S. bearer gold certificates 

U. S, order gold certificates 
Clearing house gold certificates 
U. S. treasury notes 

U. S. legal tender certificates 
U. S. legal tenders and change 


’ A similar necessity for legal tenders, 
in lesser extent, doubtless exists in 
other parts of the country. 

Another thought which suggests it- 
self in connection with the proposition 
to abolish the legal tenders, is the ef- 
fect which it would have upon the ‘‘law- 
ful reserve” feature of the present bank- 
ing system. In an article contributed 
to ‘‘Bradstreet’s,” Mr. J. S. Case, cash 
ier of the Second National Bank of New 
York, discusses this aspect of the ques- 
tion. Hesays: ‘‘The reserve fund (of 
national banks) consists now of more 
than half in legal tenders and less than 
half in ‘coin’—the word coin including 
only $168,000,000 of gold in 3,706 na- 
tional banks. There never has beena 
time when gold, and silver too, was 
plentiful enough to maintain even a 10 
per cent. reserve in ‘coin’ to secure the 
enormous volume of deposits now held 
by the banks. If the greenbacks are to 
be withdrawn, the lawful reserve re- 
quirement which secures deposits will 
have to be withdrawn too, Many of our 
bankers and financiers do not seem to 
comprehend the whole question of our 
national finance, and they shout for the 
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abolishment of the greenbacks, over- 
looking the fact that their abolishment 
or cancellation would probably destroy 
one of the most valuable features of 
modern banking, and the national banks 
as well.” 

Mr. Case thinks it would be better to 
utilize at least the greenbacks, and he 
submits an elaborate planto make them 
an elastic currency, and at the same 
time, to prevent them from being used 
in unduly withdrawing gold from the 


treasury. The plan is as follows: 


“Invest the Secretary of the Treasury 
with authority to provide, in place of 
the present United States certificates of 
deposit, act of June 8, 1872 (now used 
by the banks for clearing—house pur- 
poses), certificates of deposit possessing 
like legal reserve functions, and in addi- 
tion thereto bearing a sliding rate of in- 
terest feature, commencing at a mini- 
mum rate of say 2 per cent. per annum, 
which rate may be advanced, like the 
Bank of England rate, in the secretary’s 
discretion, whenever the conditions of 
the money markets threaten an undue 
withdrawal of gold from the treasury. 

First. When the conditions of trade 
are such that a congestion of funds 
lowers the loaning rates of money toa 
minimum of 2 per cent. per annum, the 
banks would deposit ‘‘greenbacks” in 
exchange for interest-bearing certifi- 
cates of deposit, such ‘‘certificates of 
deposit” to count in the required lawful 
reserve the same as the certificates now 
in use. When loaning rates have been 
sufficiently stimulated by the advance 
so as to make the use of greenbacks 
more profitable than the holding of the 
interest-bearing certificates, the banks 
would redeposit such certificates and re- 
ceive back therefor the greenbacks 
which the treasurer had received and 
segregated for that purpose,the treasurer 
to pay interest on all surrendered certi- 
ficates on date of surrender thereof for 
the time they had been outstanding, ac- 
cording to the official rates of record. 

We would then have a secure and 
‘elastic’ currency, moving back and 
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‘ 
forth between the treasury and the 
banks, according tothe requirements of 
trade. 

Second. Whenever the international 
exchanges threatened undue exports of 
gold, the Secretary of the Treasury 
(with the consent of the President, if 
necessary) should have power to ad- 
vance the rate of interest on the certifi- 
cates of deposit above described when- 
ever, in his judgment, the treasury gold 
demands protection, 

The power to stimulate the market 
rate of interest on loanable funds would 
have the same effect on the open loan 
market that the raising of the rate of 
discount by the Bank of England has, 
which results in protecting its gold re- 
serves from undue depletion for export 
or otherwise. Whenever the rates of 
interest are advanced above the fixed 
minimum rate on certificates, the green- 
backs will flow into the treasury, and by 
contracting loanable moneys in the 
open market will raise the rate there 
and thereby restrain the use of green- 
backs in the withdrawal of gold from 
the treasury, because it will be more 
profitable to take out certificates for 
greenbacks than to pay greenbacks in 
for gold, And thus the gold reserve 
could be protected, and the greenbacks 
made into an ‘elastic paper currency’ 
at a less cost to the people than if funded 
and cancelled as has been proposed.” 


Official Exhibits 
of Bank Statis- 
tics. 


The national banks make 
five statements of condi- 


tion every year to the comptroller of the 
currency, which are published, and in 
many of the states similar statements 
are made by the banks to a bank super- 


intendent or other like official. It has 
been the practice in some of the states 
to call for such statements of condition 
on a day corresponding to that fixed by 
the comptroller of the currency, thus 
enabling a beneficial comparison of the 
aggregates of the national and of the 
state banks in the state, at the same 
point of time. This idea is worthy of 
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emulation in other states. In addition 
a great enhancement of the value of 
such statistics would be afforded to the 
student of finance, were the practice 
adopted of classifying the money held 
by the banks in a manner similar to 
that appearing in the published ab— 
stracts of reports of the national banks 
made to the comptroller of the currency. 
For instance, it is a matter not only of 
interest but of valuable information, es- 
pecially in these times, to know the ag- 
gregate of gold held, not alone by the 
national, but by all other reporting 
banks in the country, on a given day; 
also, the aggregate of legal tender and 
treasury notes held by each. The 
amount of ail kinds of money in the 
United States Treasury is a matter of 
public knowledge. Also the amounts 
in all the national banks, at five differ— 
ent periods of the year, is set forth 
under the following published classifica- 
tions: 


Bills of other national banks. 

Fractional paper currency, nickels and cents. 
LAWFUL MONEY RESERVE, 

Gold coin. 

Gold treasury certificates, 

Gold clearing house certificates. 

Silver dollars. 

Silvertreasury certificates. 

Silver fractional coin. 

Legal tender notes. 

U.S. certificates of deposit for legal tender notes. 


But when we look for the amount of 
gold, distinctively, or of legal tenders, 
in the published aggregates of state- 
ments of condition of banks in the differ- 
ent states, what do we find? In New 
York, for example, the two divisions of 
money in the published statement of re- 
sources of the state banks are ‘‘specie” 
and *‘U. S. legal tender notes and cir- 
culating notes of national banks.” 
Specie, of course, includes silver, so 
that the aggregate is worthless for the 
purpose of ascertaining the aggregate 
of gold. Likewise the lumping of legal 
tenderand national bank notes, hides 


and prevents ascertainment of the ag— 
gregate of legal tenders alone. In 
Illinois, in the published statements of 
condition of the state banks, all classes 
of money are included under the single 
head ‘‘Cash on hand.” Nothing can be 
learned from this about the aggregate 
ot any particular kind of money held by 
the banks of the state. In California, 
likewise, all the various classes are 
grouped under ‘‘Money on hand.” In 
Pennsylvania, ‘‘Cash and cash items’”’ is 
the only heading. In Michigan, the 
classification is more explicit, there 
being given 
a et a cents. 


Silver coin. 
U.S. and national bank notes. 


From the Michigan statements we 
learn the amount of gold held by the 
banks of the state, but we fail to learn 
the amount of legal tenders, they being 
included with national bank notes in 
the aggregate, 

This is enough to show the darkness 
of these statistics upon the special 
points of information named, If it be 
said, as has been in Kansas, that the 
publication of the exact amount of 
money on hand by each bank discloses 
too much to robbers, for which reason 
cash and sight exchange are permitted 
to be lumped, the answer is, let the 
lumping principle apply in the publica— 
tion of condition by each individual 
bank, but in the report to the superin— 
tendent and publication of aggregates, 
let there be a classification of each par- 
ticular kind of money in aid of greater 
knowledge of the condition of national 
finances, 


Germany’s Silver 


olicy, The following declara- 


tion of policy made in 
the Reichstag by the Imperial Chancel- 
lor, Prince Hohenlohe, indicates how 
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Germany stands at present upon the 
silver question: 

“We have gone exhaustively into the 
question of raising and strengthening 
the value of silver with the Federal gov- 
ernments, being guided by the convic- 
tion that the fluctuations and heavy fall 
in the price of silver entailed economic 
prejudice in Germany in spite of the 
fact that her monetary system rested 
securely on the gold standard. 

‘As the Secretary of the Treasury 
stated on Feb. 14, 1895, the first point 
to be considered is the serious injury to 
German silver mining. The produc- 
tion of German silver amounts to about 
9 per cent. of the total output of the 
world. The fall in price is notof such 
moment inthe immensely larger pro- 
duction of foreign ores. But to Ger- 


many it implies such a decrease in value 

as to endanger home silver mining. 
“Another point isits influence upon 

German exports to silver countries. 


There is no doubt that trade with them 
is made more difficult by fluctuations and 
the fall in silver, although lately the 
fluctuations have been comparatively 
small and those interested have been 
able to find means of security against 
losses. But German export trade in 
silver countries has suffered from the 
conditions of exchange. 

“I do not underestimate the import- 
ance of the effects produced by this 
cause. But they must not be placed too 
high. Our exports to silver countries 
amount to only 34 per cent, of our total 
exports, and in spite of the set-back 
during the months when silver fell, 
they, on the whole, have made favorable 
progress. The official statistics prove 
that the depreciated currency of silver 
countries contributes to facilitate com- 
petition with the exports of these coun- 
tries, until the moment when a compen- 


sating influence rises and home prices 
and wages establish themselves, the 
final result being that the silver coins 
become degraded to the level of paper 
money. This depreciation, however, 
does not endanger our currency, because 
our trade is abundantly supported by 
gold and the imperial bank notes ade- 
quately covered by the gold reserve, and 
the silver money does not exceed the de- 
mand which, even in time of crisis, is 
not like to diminish, . 

**On the other hand, the danger from 
counterfeit coinage has been increased by 
the fall in silver, although there was only 
one case in 1895. Yet, a fall in the price 
of silver will always serve as an induce- 
ment to counterfeiting. Therefore, 
although a rise in the price of silver is 
highly desirable from economic and mint 
standpoints, yet no doubt the goal 
can only be attained by an understand- 
ing with the countries interested in in- 
ternational commerce of which there is 
no present prospect. The bimetallists 
recognize in the reopening of the Indian 
mints a condition precedent to un- 
limited coinage, and I concur as I be- 
lieve that otherwise all efforts to raise 
the price are vain. The opening of the 
Indian mints is not expected within 
measurable time, as I have learned from 
preliminary negotiations with the Brit- 
ish governments.” 

Prince Hohenlohe concluded by say- 
ing: “A monetary conference would 
not bring the question nearer to a prac- 
tical solution, and therefore it appears 
to be undesirable that Germany should 
take the lead in summoning a confer- 
ence. The federal governments, acting 
upon their conviction, have decided not 
to take further steps in pursuance of the 
resolution of the Reichstag of Feb. 16, 
1895, If, however, definite and accept 
able proposals promising success, were 
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made on behalf of another state, I 
should duly consider the question of 
German representation at a confer- 
ence.” 


Re-discounts by Apropos of the article 
upon this subject which 
appeared in the January Journal, we 
have received from Bank Commissioner 
Breidenthal, of Kansas, an official circu- 
lar recently issued to the Kansas banks 
in which he condemns the practice of 
banks of borrowing money merely to 
reloan again. The commissioner says: 
‘Tam again compelled to call atten- 
tion to the practice indulged in by a 
number of banks borrowing large sums 
of money for the purpose of reloaning 
same, and pledging the assets of the 
bank to an amount often double the 
amount borrowed as security therefor. 
I consider this practice not within the 
scope of legitimate banking, and know 
that itis fraught with many dangers, 
and I desire to give notice to all bankers 
that hereafter assets in excess of the 
amount borrowed, which are put up as 
security and are not in the possession 
of the bank atthe time of an examina- 
tion, willnot be considered asa part of 
the assets of such bank in determining 
its solvency. 

I would respectfully suggest that the 
present is atime for careful and con- 
servative management of all our bank- 
ing institutions. Bad and careless 
management on the part of a few insti- 
tutions may cause trouble for well— 
managed and conservative banks, and, 
in turn, entail hardships upon the peo- 
ple of our state, who are toa greater or 
less degree dependent upon our banks 
for accommodations.” 


Liability for 
default of cor- 
respondent, 


By a recent decision of the 
court of appeals of Kansas, 
a bank in that state, which undertakes 
the collection of commercial paper pay- 
able at distant points, is made respon— 
sible for the default of the correspondent 
which it selects. This is the New York 
doctrine, as well as that of several other 
States; and differs from the rule prevail- 
ing in a number of the states that the 


bank undertaking the collection per— 
forms its full duty by seasonable trans- 
misssion to a suitable correspondent, 
and is not answerable for the Jatter’s de- 
faults. It is to be deplored that one 
uniform rule does not prevail in all the 
states, 


In a recent issue of 
‘‘Farm News,” publish- 
ed at Springfield, Ohio, Dr. Emil Dorn 
brings up the question of a system of 
extending credits upon farm property 
and as throwing light upon the subject, 
describes the system of mortgage com— 
panies now existing in Russia, Germany 
and other European countries. He 
says: 

“The difficulties to which a very large 
number of property owners 1n this coun- 
try, by the peculiar development of our 
economical life, have been brought, will 
doubtless in the near future bring to the 
surface for earnest consideration, the 
question: ‘How can legitimate credit 
for landed property owners be secured 
at reasonable rates and under reasonable 
conditions in order to protect our hus- 
bandry against deterioration and build 
itup?’ Inview of the growth of the 
populistic idea among the people of the 
West, a short review of the results of 
the mortgage system of some of the Eu- 
ropean countries in which the landed 
property owners some decenniums ago 
stood face to face with utter ruin by 
the want of legitimate credit, is not ill- 
timed. Inthe vast European Empire 
of Russia, there are 36 mortgage banks 
established for the sole purpose of mak- 
ing loans on farm land. Three of them 
have the right to make such loans any- 
where within the Russian Empire, the 
others are restricted to special provin- 
ces, no one of whichcan have more than 
two land banks. The last statement of 
their business shows nearly $600,000. 000 
loaned on land, and over $250,000,000 
on buildings, and that over 40 per cent. 
of the farms belonging to private per— 
sons are mortgaged to the banks for 
less than half their value. In the cities 
and towns great sums are loaned by the 
land banks on buildings secured by in- 
surance, and the city credit banks have 


Credits upon 
landed property. 
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thus greatly helped to build up the 
small towns as well as the large cities, 
The proportion of mortgages in the 
cities is, of course, greater per capita 
than those in the country, but the net 
result shows that the business is profit- 
able as well as advantageous. Land 
mortgage banks in Russia are author- 
ized to issue bonds to ten times their 
capital, but not in excess of their loans 
on real estate, and the bonds, secured 
by the entire resources of the bank, are 
issued at par to the borrower, who may 
repay his loan in them, but as they are 
generally at a premium a profitable har- 
vest enables the borrower to pay his 
debt to the bank in money and to keep 
the bonds as aninvestment. The banks 
with their great resources are, as a rule, 
lenient creditors, and the land owners 
of Russia find in this well organized 
system a valuable help in time of need, 

These banks are governed by carefully 
drawn regulations, enforced by frequent 
and thorough inspection by competent 
official accountants Mortgages are 
made for periods varying from one to 
sixty years, the rates of interest and 
other charges are all fixed by law, as 


well as time and manner of paying in- 
stallments of principal or of anticipating 


the whole amount. All of the details of 
compensation to officers, distribution of 
profits, payment of dividends, etc. are 
fixed by the government, and these 
land banks have won the faith and con- 
fidence alike of the owners of land and 
of houses and other investors large and 
small. 

In Germany there were in 1894, 
33 mortgage companies with a stock 
capital of $103,270,000, and $24,375,000 
surplus funds. The outstanding loans 
at the end of 1894 amounted to $1, 148,- 
400,000 on the basis of which has been 
issued $t,222,700,000 mortgage bonds. 
The real estate all these companies had 
to acquire in order to secure their loans 
amounted only to $3,122,222.50 orsome- 
thing over one-fourth of the loans. 

The average interest paid on first- 
class mortgages in Germany is about 
4to 4% percent. while % to % percent. 
generally is paid to the sinking fund. 

The rate the mortgage companies 
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pay to their bondholders extends from 
3 to 4 per cent. 3% per cent. being the 
most usual rate. 

The German property owner pre- 
fers to take his loans, if he needs such, 
from a company which gives him the 
choice either to refund it in a certain 
time agreed upon or to refund it by 
sinking fund in payments of 4% to 
yearly, while the small capitalist, who 
had formerly only the opportunity to 
put his savings in a savings bank, fa- 
vors now ina high degree the mortgage 
bonds by which an acceptable rate of in- 
terest is guaranteed, leaving him besides, 
the chance of gaining a bonus. 

The German money market has also 
successfully been used to place mort- 
gage bonds in large sums by Russia, 
Austria, Denmark, Sweden, Norway, 
Hungary, etc. 

The German mortgage companies are 
worked on similar principles as are those 
in Russia. 

According to the United States cen- 
sus the indebtedness secured by mort- 
gage on January 1, 1890, was $2,209,- 
147,431 OM acres at an average interest 
of 7.36 per cent,, and $3,870,531,554 on 
lots at an average interest of 7.16 per 
cent. Could our farmers raise the 
needed money under the same conditions 
as the German farmers do, viz. : by pay- 
ing an annuity of 5 per cent. including 
one-half per cent. which goes to the 
sinking fund, they could save, according 
to their indebtedness of 1890, yearly, 2. 36 
percent. of $2,209, 148,431, or $4,497,820. 

We know by good authority that sev- 
eral attempts have been made in this 
country for the establishment of mort- 
gage banks on a solid basis (after the 
German style) and that also potent 
German financiers have been willing to 
support any such enterprise as soon as 
American capitalists would have shown 
their willingness to subscribe half of the 
needed capital stock, but the American 
financiers declined. Instead of bring- 
ing cheap money into the country and 
making capital invested in mortgages 
free from industrial enterprises, they ex- 
port unceasingly our gold and will at 
least bring the country face to face with 
bankruptcy.” 
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THE PAYMENT OF CHECKS, 


THE NECESSITY OF ADDITIONAL SAFEGUARDS IN THE PAYMENT 
OF CHECKS. 


A SUBJECT WORTHY THE SERIOUS ATTENTION OF ALL BANKERS; AND ESPECIALLY 
THOSE IN THE LARGE CLEARING HOUSE CITIES OF THE UNITED STATES, 


A subject touched upon in the Janu- 
ary Journal, is amplified in the present 
number, by reason of its importance. It 
is based on the doctrine, newly an- 
nounced by the courts, that where a 
draft is indorsed to a bank “for collec- 


tion” or ‘‘for account” of the indorser, 
the form of indorsement carries notice 


to the bank of pavment that the bank 





to whom the paper is thus indorsed is 
a mere agent of the indorser to collect, 
having no proprietary interest in the 


paper; hence if the paper turns out to 





be forged (i. e. raised in amount, or 


payee’s indorsement forged) the agent 





bank’s own indorsement is not a guar- 





anty of genuineness, and it is under no 


liability to repay the amount collected, 


after it has paid the same over to its 


principal. 





The doctrine rests upon the idea that 
one who acts merely as agent for the 
principal who collects money upon 
worthless paper, incurs no personal lia- 
bility by reason of being the mere in- 
strument by which the principal obtains 
the money from the bank of payment, 
and that the latter’s recourse is upon the 
principal alone. It differs from the 
English idea (See Ogden v. Benas, 9 
L. R. C. P. 513) which is that an agent 
who collects money upon forged paper, 
obtains money which he has no right to 
receive, and is therefore liable to the 
owner of the money, and that the fact 


that he acts merely as agent does not 
alter the nature of the transaction, as 
the agent can have no greater right than 
the principal had. 

But whatever the merits of the Amer- 
ican doctrine, the fact is, it has become 
established, and stands as arule of law 
governing the collection and payment 
of forged paper,,which must be recog- 
nized and guarded against by banks of 
payment. 

What is the effect of this new rule of 
law upon the business of paying checks? 
Millions of dollars of checks are daily 
paid by the banks of the country to bearer 
or payees over counter, or to other banks 
collecting direct by mail or through the 
clearing houses. Many of the checks 
collected by banks are indorsed to those 
banks ‘‘for collection” or ‘‘for account” 
of the indorsers. To all this vast last- 
named class the doctrine of law ap- 
plies that the bank receiving payment 
is not responsible for the genuineness 
of the body of the check or the indorse- 
ments thereon, but it is a mere respect- 
able channel of transmission to some 
principal further back, of known or un— 
known responsibility, to whom alone re- 
course must be had, in case of forgery, 
unless the money can be stopped In 
TRANSITU before it has left the hands of 
the collecting bank. 

As a result of quite an extensive cor- 
respondence, we learn that this new rule 
of law is unknown toa large proportion 
of the bankers of the country, who are 
daily paying checks to banks, mere in- 
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dorsees ‘‘for collection” and not re- 
sponsible for genuineness, under the 
pleasing delusion that they have ade- 
quate recourse upon the latter, in case 
of forgery. Those to whom the new 
doctrine of irresponsibility of agent 
banks has come as a revelation, regard 
it as creating a necessity for the adop- 
tion of such measures as will give a bank, 
paying acheck to another bank, recourse 
upon the latter in case of forgery of 
amount or indorsements, irrespective of 
the capacity in which the receiving bank 
collects the paper. It is conceded that 
itis both inexpedient and unsafe to carry 
on the business of paying checks under 
the conditions created by the recent de- 
cisions, without such recourse. When 
a check is presented for payment over 
the counter by the payee in person, the 
bank has the means of satisfying itself 
as to his identity before paying the 
money. But where the payee is at a dis- 
tance, and collects through the agency 
of a bank or banks, it is manifestly im- 
possible that the payor can know as to 
the genuineness of the payee s indorse 
ment. All such checks can only be safely 
paid in theevent that if the indorsement 
proves forged, the bank has recourse 
upon aresponsible party. If the bank 
which collects the money is merely an 
indorsee ‘‘for collection,” this throws 
the recourse of the payor further back, 
to some bank or indiv‘dualat a distance, 
who is either the real or apparent prin- 
cipal, In some cases the only principal 
on such a check may be the rascal who 
has forged the payee’s indorsement or 
raised the check, indorsed it “for col- 
lection” toa country bank, who has in- 
dorsed it forcollection to the bank which 
collects. Money paid on such checks is, 
of course, lost to the bank of payment, 
unless it discovers the forgery in time 
to catch the money ‘‘on the fly,” in the 
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hands of one of the collecting banks on 
its return passage, before it has reached 
and disappeared with the rascal. In 
other cases, the forger may have indorsed 
the check in blank and deposited it in a 
country bank, who indorses it “for col- 
lection”’ to the collecting bank, In such 
cases, the country bank would appear 
as the principal, and be liable as such, 
whether really an owner by purchase or 
only an agent for collection.* 

Whether the bank of payment would 
be the loser as the result of payment of 
such a check, would depend upon the 
responsibility of the country bank, to 
which, and the forger behind it, re- 
course would be confined. 

It is obvious that such conditions are 
not consistent with safety in the pay-— 
ment of checks, and that the effect of 
the decisions which create a distinction 
between checks collected by banks as 
principals, and those collected as agents 
merely, must be overcome by some ade- 
quate provision by which banks, col- 
lecting from other banks as agents, 
equally with those who collect as prin- 
cipals, shall be held responsible for all 
those matters of genuineness, such as 
the body of presented checks (other 
than signature) and the indorsements 
thereon, which are not within the special 
province of the bank of payment to as- 
certain and be responsible for. The in- 
terests of all the banks require that the 
bank of payment shall not be compelled 
to look for recourse beyond the imme- 
diate bank of collection, of whose respon- 
sibility it has knowledge and who,as be- 
tween the two, is the one who should 
stand sponsor for the genuineness of 
the checks which it presents, 

The question remains, what is the 


remedy? The answer is simple. 





(*Such a cases reported in thisnumber. See Na- 
tional Park Bank v. Eldred Bank p ror.) 
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For the protection of banks in a clear- 
ing house, through which the bulk of 
check payments are made, the adoption 
of a rule binding on all the banks, sub- 
stantially as follows: 


All checks and other items deposited 
for clearance by members of this associ- 
ation shal] bear the stamp of the depos- 
iting bank, which shall clearly indicate 
the name of the bank, its clearing-house 
numberand date of clearance. The stamp 
shall be for clearing house purposes only 
and shall be construed as a guaranty by 
the depositing bank to the bank of pay- 
ment of the genuineness and validity of 
both the body and the indorsements of 
checks and other items so deposited, ex- 
cept that such stamp shall not be con- 
strued as a guaranty of the genuineness 
of the signature of the drawer of a 
check, the maker of a note, the acceptor 
of a draft, of the genuineness of a certi- 
ficate of deposit with respect to face, or 
original payee’s indorsement, or of the 
genuineness of the body of a check with 
respect to alterations made after certi- 
fication; and such stamp shall not be 
construed as a guaranty to supply a 
missing indorsement, 


For the protection of banks outside of 
a clearing house, paying checks to 
banks, indorsees ‘‘for collection,” pre- 
sented either by mail or by runner, the 
requirement of an indorsement by the 
collecting bank as follows: 


“Genuineness of body of check (ex- 
cept signature) and of indorsements, 
guaranteed.” 


Such a remedy wouid seem simple 
and effective. 

A limited examination of the rules of 
various clearing houses of the country 
discloses that there are a number which 
havea provision making the stamped in- 
dorsement of every member of the clear- 
ing house a guaranty of the genuineness 
of all previous indorsements. Where 
these clearing house rules prevail they 


are doubtless sufficient to make a bank 
which is a mere indorsee “for collec— 
tion,” responsible as guarantor, by 
reason of its stamp, and liable to refund 
where it collects on a forged indorse- 
ment, equally as if the bank collected as 
owner, Such guaranties, however, re- 
late only to indorsements, and would 
not protect the bank of paymentin case 
of a ‘‘raised” check paid to an indorsee 
‘for collection.” The following large 
clearing houses have no rules which give 
the bank of payment recourse upon an 
indorsee ‘‘for collection” for money 
taken on forged paper: New York, 
Boston, Baltimore, New Orleans, Pitts— 
burgh, St. Louis, Cincinnati, Milwaukee 
and Providence—this list being far from 
exhaustive. 

When it is remembered that in the 
New York Clearing House alone, where 
the exchanges average one hundred mil- 
lion daily, a considerable portion of 
which are collected by banks under in- 
dorsements ‘‘for collection,” the risks 
taken by banks of payment seem im— 
mense. The requirement of special 
guaranties on each particular item is a 
labored process, and is not a prevailing 
custom. The modern decisions declar- 
ing the irresponsibility of agent collect- 
ing banks have seemingly come to stay, 
and some sweeping clearing-house rule 
of protection would seem to be the in- 
evitable result. 

In aid of the utility of this article, we 
follow with 

1. A summary of the decisions which 
have been rendered to the effect that a 
bank to whom paper is indorsed ‘‘for 
collection” or ‘‘for account” of the in- 
dorser is an agent and mere conduit of 
transfer only, not responsible for the 
genuineness of the collected paper, and 
after payment over of the proceeds,com- 
pelling the bank of payment, in case 
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of forgery, to look to the principal 
further back. 

2. Extracts from the rules of various 
clearing houses which make clearing 
house banks responsible for indorse- 
ments, or provide rules pertinent to the 
subject. 

3. Extracts from the correspondence 
of bankers upon tlie effect of the new 
doctrine. 


The Modern Decisions. 


Holding that an indorsement to a bank “for col- 
lection” or “for account” of the indorser carries 
Notice to the payor that the indorsee “for collection” 
is an agent only, and not responsible for the genuine- 
ness of the paper nor liable for the money collected 
after it has paid the proceeds over to its principal. 


Meaning of Indorsement ‘“‘for Col- 
lection.”’ 


The following decisions of the su- 
preme court of the United States fix the 
meaning of an indorsement ‘‘for collec- 
tion” or ‘‘for account” of the indorser. 

Indorsement ‘‘for collection.” ‘The 
words ‘for collection’ evidently had a 
meaning. That meaning was intended 
limit the effect which would have 
been given to the indorsement without 


to 


them, and warned the party that, con- 
trary to the purpose of a general or 
blank indorsement, this was not intend- 
ed to transfer the ownership of the note 
or its proceeds.” 
Wall. 166, 173. 
An indorsement to a bank 


Sweeny v. Easter, 1 


‘for col- 
lection” is notice that the possession of 
the indorsee is that of agent, and not of 


owner. Bank v. Armstrong, 148 U. S. 


50. 
Indorsement “‘for account.” “It does 
not purport to transfer the title of the 
paper, or the ownership of the money 
when received,”” White v. Nat. Bank, 


1o2 U. S. 658, 661. 


First Decision; Case of Raised Draft. 


This is a case of a draft on a New York bank raised 
from $8 to $1800 and paid by the New York bank 
through the clearing house to another New York 
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bank to whom it had been indorsed “for collection for 
account” of the principal. The New York Court of 
Appeals enies to the payor bank recour:-e upori the 
New York collecting bank, as the form of the indorse- 
ment carried notice that the latter was a mere agent, 
and not responsible for genuineness, nor liable to re- 
fund after it had remitted to its principal. The payor 
bank then sued the principal, a bank at Eldred, Pa., 
who had indorsed the draft ‘for collection ’ to its New 
York correspondent, and the New York Supreme 
Court grants it recourse. In fact, the Eldred bank 
had taken the draft from the forger for collection, but 
as the forger had indorsed it in blank to the Eldred 
bank, which apparently made the latter a principal, it 
was held liable in that capacity. Had the forger in- 
dorsed the draft “for collection’”’ to the Eldred bank, 
it follows from the theory of the decisions that the 
only recourse of the bank of payment would have 
been upon the forger. Following is the case: 


National Park Bank v. Seaboard Bank, 
114 N. Y. 28; 1 B, L. J. 86. 


Draft for $8 by First Nat., Walling- 
ford, Conn., on National Park of New 
York, raised to $1,800. Payee trav- 
elied to Pennsylvania, indorsed it i 
blank, presented it to Eldred Bank, El- 
dred, Pa., with request that it should 
collect for him. Eldred bank received 
draft for collection only, giving receipt 
to that eifect, 

Eldred bank indorsed draft to order 
of S, G. Nelson, cashier of the Sea- 
board, ‘‘for collection for account of the 
Eldred Bank, Eldred, Pa.”’ 

Seaboard bank received draft and 
placed to credit of Eldred bank, the 
agreement being that the Seaboard did 
not become responsible for any draft 
forwarded for collection but was reim— 
bursed by the Eldred bank in case of 
non-payment of any draft, if Seaboard 
had made any credits or remittances in 
anticipation of collection. 

Seaboard bank presented the draft 
through New York Clearing House,and 
Park Bank paid draft for $1,800. 

Eldred bank waited ten days, and not 
hearing from Seaboard (it being the 
latter’s custom to notify it immediately 
of drafts unpaid) paid over proceeds, 
less charges for collection, to Saxton. 

Park bank first learned of forgery 
one month after payment by it, and de- 
manded return by Seaboard bank of 
excessive payment, At this time, the 
balance to credit of Eldred bank on 
books of Seaboard exceeded the amount 
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of the draft, but the balance arose 
wholly from subsequent collections and 
transactions. 


Decision: Park bank had no remedy 
against Seaboard. 

Opinion: ‘‘When the draft was paid by 
the Park bank under a mistake of fact, 
the Seaboard bank either owned it or 
simply held it for collection as the 
agent of the Eldred bank. If the Sea- 
board had then owned the draft, it 
would have become liable, upon discov- 
ery of the facts, to refund the amount 
mispaid, provided that its condition 
had not in the meantime changed so 
that this would be unjust, If, however, 
the Seaboard did not then own the 
draft, but merely presented it for pay- 
ment as the agent of another bank, it 
could not be required to repay, pro- 
vided it had paid over to its principal, 
before notice of the mistake.” The 
court then discusses and decides that 
Seaboard bank did not become owner 
by reason of crediting the draft to the 
Eldred bank under the circumstances 
shown. Also holds that the amount re- 
ceived upon the draft had been paid 
over by the Seaboard to the Eldred 
bank before it was notified that the 
draft had been altered, applying the 
rule that each item of payment is charg- 
ed against the earliest items of the debt, 
it being shown that the proceeds of the 
draft including the entire amount the 
Eldred bank had to its credit with the 
Seaboard when the draft was paid, had 
been drawn out at least two weeks be- 
fore the alteration of the draft was dis— 
covered. 


National Park Bank v. Eldred Bank, 
(A sequel to National Park Bank v. 
Seaboard Bank), N. Y. Supreme 
Court, Gen. Term, November 1895, 
13 B. L. J. 101. 


Action by Park bank against Eldred 
Bank to compel repayment of draft 
raised from $8 to $1,800; recovery from 
Seaboard bank having been denied, 


Decision. Park bank may recover 
amount from Eldred Bank. 

Opinion: ‘‘It is tobe observed that the 
plaintiff brought an action against the 
Seaboard bank to recover the amount 
paid upon the same draft which is now 
sued upon, and was defeated in that ac- 
tion because the Seaboard bank was 
merely the agent of the Eldred bank 
for the purposes of collection, and that 
they had paid over the proceeds to their 
principal, such agency appearing on the 
paper itself. Inthe case at bar, how- 
ever, the draft in question was indorsed 
absolutely to the Eldred bank, and they 
directed its collection for their account, 
thereby assuming the place of principal 
as far as the plaintiff was concerned. If 
they were acting as collecting agents 
only, as they now claim, such agency 
was not disclosed to the plaintiff at the 
time of the transaction, and it had the 
right to rely upon the responsibility of 
the defendant, as owner of the draft, in 
payment of the same. Such being the 
relation of the parties, the distinction 
between the case at bar and that of the 
present plaintiff against the Seaboard 
bank seems to be apparent. In the 
case of the Seaboard bank, as has al- 
ready been observed, the agency was 
disclosed. In the case of the defendant 
it was not. Inthe presentation of the 
draft for collection the defendant repre- 
sented itself to be the owner of the 
draft, and the payment was made by the 
plaintiff under those circumstances. It 
does not seem to need the citation of 
authorities to show that where money 
is paid upon a raised draft without any 
negligence upon the part of the person 
paying the same, it can be recovered 
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back from the party to whom it was 
paid.” 


Second Decision; Draft Raised and 
Payee’s Name Forged. 


This is another decision by the New York court of 
appeals where an agent, in this case an express com- 
pany, collecting under an indorsement “for collec- 
tion’ is held not responsible for the forgery, nor liable 
for the amount, having paid it over to its principal be- 
fore notice, compelling the bank of payment to look 
for recourse to a principal further back. In this case, 
the payment was not through the clearing house, but 
direct Lo the express company. 


National City Bank of Brooklynv. West- 
cott, 118 NV. Y. 468. 


Check on National City Bank for $6 
raised to $660, and name of another 
payee inserted. Supposed payee deliv- 
ered to the N. Y. and Boston Despatch 
Express Co. at Philadelphia, for collec- 
tion, but indorsed it in blank. 

That company indorsed it as follows: 
** For collection, New York and Boston 
Despatch Express Company. A. J, Dun- 
lap, Agent,” and handed it to the West- 
cott Express Company for collection. 

One Dixon, agent of the Westcott 
company, indorsed his name upon the 
check, and received the amount from 
the National City Bank; the money 
was delivered to the New York and Bos- 
ton Despatch Express Company, who 
paid the money to the party from whom 
it received the check. 

Three months later, forgery discov- 
ered, and National City Bank sued 
Westcott Express Company for return 
of amount. 


Decision: No right of recovery. 

Opinion: ‘Payment was made by the 
plaintiff upon a mistake of fact as tothe 
character of the check; and money paid 
under such circumstances may be recov— 
ered back from the party to whom pay- 
ment was made. If the Westcott Ex- 
press Company had been or had assumed 
to be the apparent owner of the check 
when it was presented to and paid by 
the plaintiff, the defendant would have 
been liable to reimburse the plaintiff. 
But in the present case the check was 


in fact sent to the defendant company 
for collection, of which the plaintiff was 
advised by the indorsement upon it to 
that effect made by the N. Y. & B. D, 
Express Co. The defendant, therefore, 
apparently and in fact represented that 
company, and in the relation of such 
agency received the money from the 
plaintiff. And prior to the time of the 
discovery of the fraudulent character of 
the check, having handed the money 
over to the company from which it was 
so received for collection, the defendant 
was not liable to the plaintiff as for 
money paid by mistake.” 

Also held that the indorsement by 
Dixon created no liability upon the part 
of the Westcott Express Company. 


Third Decision; Raised Check— 
California. 


This decision is by the United States Circuit Court 
in California, and follows the theory of the New York 
cases that a bank collecting under an indorsement 
“for account” is a mere agent, and not responsible for 
the proceeds of a forged check after the payment 
thereof to its principal. 


Wells, Fargo & Co. v. United States, U. 
S. Circuit Court, N. D., California, 


January 31, 1891. 45 Fed. Rep. 337; 


4 8. &.. J. 367. 


Pension check drawn by mistake for 
$1,280.20 instead of $18. 

Indorsed by the payee to the First 
National Bank of Denver, Colo. 

Indorsed by the Colorado bank, as 
follows: ‘‘Pay Wells, Fargo & Co.’s 
Bank, San Francisco, or order, for ae- 
count First National Bank of Denver, 
G. E. Ross, cashier.” 

Indorsed “Wells, Fargo & Co. by H. 
Wadsworth, Treas.” 

Presented to and paid by assistant 
treasurer at San Francisco. 

Proceeds paid over to First National 
Bank of Denver by Wells, Fargo & Co, 


Decision: The United States cannot 
recover the amount from Wells, Fargo 


& Co. 
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Opinion, ‘‘A negotiable instrument 
so indorsed as to show to the payor 
thereof that as to the person presenting 
the same for payment it is in his hands 
for collection only, is notice to such 
payor that the indorsee is the agent of 
the indorser, and has no authority to do 
aught but collect the amount thereof 
for the principal and pay it over to him. 
Money paid by mistake to a person act- 
ing as agent for another, and by him 
paid over to the principal without no- 
tice of the mistake, cannot be recovered 
back from the agent. Money paid ona 
forged, or raised, or altered negotiable 
instrument, carrying nothing suspicious 
upon its face, to a person known to be 
acting as an agent, and by him paid 
over to his principal in ignorance of the 
forgery or alteration, cannot be recov- 
ered back from the agent.” 


Fourth Decision; Raised Draft. 


This is a New York decision following the prin- 
ciple of the previous cases; but in this case the payor 
bank was fortunate enough to discover the forgery 
and catch the money, so to speak, ‘‘on the fly,” in the 
hands of the agent collecting bank, before the latter 
had paid the same over to its principal. 


United States Nat. Bank v. Nat. Park 
Bank, 59 Hun, 495; t29 N. Y. 647. 


Draft of First Nat. Bank, Albuquer- 
que, N. M,, upon U. S. Nat. Bank, N. 


Y, for $12.50 raised to $5,000 and 
payee’s name altered. Cashed by Mac- 
Manus & Sons, of Chihuahua, bearing 
the payee’s indorsement in blank. 

MacManus & Sons indorsed the draft 
to the National Park Bank of New York 
as follows: ‘‘Pay to the National Park 
Bank or order for account of F, Mac- 
Manus & Sons.” 

The Park Bank collected the amount 
of the United States National Bank,and 
the latter afterwards learning of the 
forgery sued the Park bank to compel it 
to refund the excess. 


Decision: The United States Nation- 
al Bank is entitled to recover of the 


Park bank, for although the latter was 
an agent for collection only, the evi- 
dence shows that it had merely cred- 
ited the proceeds to the account of 
MacManus, and had not actually parted 
with the money at the time it received 
notice of the forgery. ‘‘In order to ab- 
solve an agent who is simply an agent 
for collection,he must actually part with 
the money; he must pay over the pro- 
ceeds to his principal. It is not suffi- 
cient to credit the same in account.” 


Fifth Decision; Forged Indorsement. 
This is a decision by the United States District 

Courtin New York, following the previous decisions. 
The case is one where the payee’s indorsement was 
forged. The bank which collected under an in- 
dorsement “for collection” is held a mere agent, not 
responsible for the genuineness of indorsements, and 
the money collected having been remitted by it, the 
only recourse of the payor is upon the principal 
further back. 

United states v. American Exchange Na- 
tional Bank, U.S. District Court, S. 
D.N. Y. September 1895. 13 B. L. 
J. 34 (January 1896). 

Pension draft. Payee’s indorsement 
forged. Cashed by Bellaire (Ohio) 
Bank, 

Indorsed by Bellaire bank ‘‘for col- 
lection” to American Exchange Nation- 
al Bank, New York. 

Paid by New York Sub-Treasury to 
American Exchange National Bank and 
proceeds remitted to Bellaire bank, some 
months before discovery of forgery. 

Decision: United States cannot re- 
cover from American Exchange Nation- 
al Bank. 

Opinion: ‘‘The indorsement of the 
forged draft by the Bellaire bank showed 
upon its face that defendant (American 
Exchange bank) was to act as collecting 
agent only. Defendant never had any 
property in the draft or its proceeds. The 
later authorities sustain the proposition 
that in such a case,where the collecting 
agent pays over the funds before any 
notice of irregularity or fraud, the rem- 
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edy is against the principal alone. In 
such cases the indorsement by the 
collecting agent, who has no. proprie- 
tary interest, does not import any guar- 
anty of the genuineness of all prior in— 
dorsements, but only of the agent’s rela- 
tion to the principal, as stated upon the 
face of the draft; and as this relation is 
evident upon the draft itself, the payor 
cannot claim to have been misled by the 
indorsement of the agent, or any right 
to rely upon that indorsement as a 
guaranty of the genuineness of the 
payee’s indorsement. In the case of 
Onondaga County Savings Bank, 64 
Fed. 703, no question like the present 
arose. The Onondaga bank was in the 
same situation as the Bellaire bank in 
the present case, It had cashed the 
forged draft and was collecting the 
money for its own benefit, as owner of 
the draft. Its indorsement imported 


a guarantee of the genuineness of the 


prior signatures; and the defendant’s 
(? — means plaintiff's) remedy here 1s 
against the Bellaire bank,” 


A Contrary Doctrine in Colorado. 


It is is to be noted that in one state of the Union, 
Colorado, a contrary doctrine prevails. In the fol- 
lowing case a bank, although a mere indorsee “for 
collection” is declared responsible, by its indorse- 
ment, for the genuineness of prior indorsements. 


Rhodes v. Jenkins. Decided October 1892. 
8 Colo. 49; 8 B. L. J. 13, 


Draft for $1,997 by Railey & Bros., 
Bankers, Weston, Mo. upon Donnell, 
Lawson & Simpson, of New York. 
Payee’s indorsement forged, Draft 
indorsed by forger to order of L. R 
Rhodes, a lawyer in Denver. Rhodes 
indorsed draft toGerman National Bank 
of Denver ‘‘for collection.”” That bank 
indorsed to its cashier, W. W. Sherman, 
‘*for collection” to whom draft paid by 
New York drawee. German National 
Bank paid the proceeds to Rhodes. 

Upon discovery of forgery, German 
National Bank refunded to drawee, ob- 
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tained return of $500 from Rhodes, and 
Jenkins, the bank’s assignee of the 
claim, sued him for the balance, Rhodes 
contended that the Denver bank, being 
a mere agent to collect, and having col- 
lected the money and paid the same 
over to him, was under no obligation 
to refund to the New York bank, 
and therefore could not recover from 
him. 

Decision: German National Bank of 
Denver, although a mere ‘‘indorsee for 
collection,” was liable to refund to the 
New York bank, and had recourse upon 
Rhodes. 

Extracts from Opinion: The draft 
was paid to the German National Bank 
of Denver by the drawees and the am- 
ount so paid turned over to Rhodes. 
The drawees in making this payment 
had a right to, and undoubtedly did, 
rely upon both the indorsement of the 
Denver bank and thatof Rhodes. The 
Denver bank, in turn, had recourse 
upon the indorsement of Rhodes. 

* * * * 

The argument that the Denver bank 
was but a mere agent to collect, and 
having collected the money and paid 
the same over to its principal, no liabil- 
ity rested upon it to refund the amount 
to the New York institution is plausible, 
but not sound, As to the question of 
the genuineness of the draft, each in- 
dorser in receiving and indorsing it was 
entitled to rely upon the credit of the 
previous indorsers. Rhodes, by his in- 
dorsement, guaranteed the genuineness 
of the indorsement of Hall (the forger) 
to him, and upon this guaranty the 
Denver bank was induced to give the 
paper the indorsement upon which it 
was paid by Donnell, Lawson & Simp- 
son in New York. Under these cir- 
cumstances, the New York institution 
had recourse upon the Denver bank and 
the latter, in turn, upon Rhodes. 
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Clearing House Rules. 

Below we publish extracts from the 
rules of some of the clearing houses in 
the United States, which would protect 
banks in paying checks on forged in— 
dorsements to other banks who were 
mere indorsees ‘‘for collection,’ but 
which would not protect them in case 
Also 
the rules of a few clearing houses which 
we regard as ambiguous. The partial 
protection thus afforded should be made 
more complete by covering all cases of 
forgery for which the collecting bank 
shouid, properly, be responsible, and 
the scheme of protection should be ex- 


such drafts were raised in amount. 


tended to all the clearing houses in the 
country. ; 


Louisville Clearing House. 


Following is the provision found in 
the rules of the Louisville clearing 


house: 


“In lieu of the written indorsement of 
a cashier or other officer of a member on 
all checks sent to the clearing house, 
they shall bearthe impress of a uniform 
stamp, and the committee of manage- 
ment shall designate the form of said 
stamp. 

The stamped indorsement of a mem- 
ber of the clearing house association 
shall be held as a sufficient guarantee 
and responsibility to any other member 
for all previous indorsements, provided 
that such stamped indorsement shall not 
be construed to supply or asa guarantee 
fora missing indorsement,” 


Buffalo and Indianapolis. 


In Buffalo and Indianapolis, the lang- 
uage of the clearing-house rule is iden- 
tical, and is as follows: 


“The written or stamped indorsement 
of any bank, such as it customarily uses 
for receipting checks sent to the clearing 
house, shall be a sufficient guarantee to 
any other bank for all previous indorse- 
ments, without any special indorsement 


for guarantee. This rule, however, shall 
not supply the place of a missing in- 
dorsement.”’ 


Wichita, Kansas. 


Following is the clearing house rule 
adopted in Wichita: 


‘*The manager of the clearing house 
shall provide a stamp, bearing the words 
‘Wichita Clearing House,’ the nameand 
number of the bank presenting items, 
and the day of the month and the year, 
of which items were cleared. It is agreed 
that the following contract is understood 
between all members of this association 
relating to the use of such stamp: 

First—Guarantee of the genuineness 
of all previous indorsements. 

Second—Responsibility on account of 
informalities in indorsements, provided 
that each indorsement by stamp shall 
not be intended to guarantee missing in- 
dorsements,”’ 


Denver Clearing House. 

The following rule, making collect- 
ing banks responsible for the genuine- 
is found in the 
Denver Clearing House; although, as 
we have seen, the courts of Colorado, 
differing from elsewhere, hold a bank 
collecting under an indorsement ‘‘for 


ness of indorsements 


collection” responsible, by reason of its 
own indorsement, for the genuineness 
of indorsements: 


“In place of written indorsement on 
all checks sent to the clearing house, 
they shall be stamped by a stamp bear-— 
ing the words ‘Denver Clearing House,’ 
the number of the bank presenting 
them, and the date of the month and 
the year on which they are cleared. 
The bank using said stamp thereby 
makes itself responsible for the genuine- 
ness of all previous indorsements, and 
for all informalities, in said indorse- 
ment for guarantee; provided that such 
indorsement by stamp,as aforesaid, shall 
not be construed tosupply, or as a guar- 
antee for a missing indorsement.”’ 
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San Francisco and Los Angeles. 


The rules in these two clearing houses 
are in identical language. They except 
from the guarantee of genuineness of 
indorsements by a collecting bank the 
indorsement of the payee of a certificate 
of deposit, as to which the bank of pay- 
ment is under duty to know whether 
genuine or forged. They read: 


‘*All negotiable paper deposited for 
clearance by the members of this asso— 
ciation shall bear the stamp of the de- 
positing bank which shall clearly indi- 
cate the name of the bank, its clearing 
house number, and the date of clear- 
ance. The stamp shall be for clearing 
house purposes only, and shall guaran- 
tee the validity and regularity of all 
prior indorsements on the paper so 
cleared, except the indorsement of an 
original payee of acertificate of deposit, 
and shall not be construed to supply a 
missing indorsement.,”’ 


Chicago and Minneapolis. 


The rules in these two clearing 


houses are in identical language, as fol- 
lows: 


‘All checks and other items on any 
member of this association, presented 
for payment through the exchanges 
only, shall be stamped by the bank pre- 
senting the same with the words: Paid 
through the Chicago(Minneapolis) Clear- 
ing House to (name of member to be 
here inserted), with the date thereon, 
in lieu of written indorsements; and the 
bank using such stamp thereby makes 
itself responsible for all items so stamped 
by it, and for all informalities of indorse- 
ments thereon, as though their indorse- 
ments were written.” 


Under this language the question arises: 
In case the collecting bank is a mere in- 
dorsee ‘‘for collection,” and as such not 
responsible for the genuineness of forged 
paper, under the modern decisions, its 
own indorsement under such decisions 
not importing any liability, is the effect 
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of this rule to make thecollecting agent 
responsible for all forged paper collect- 
ed, or is its purport merely thata stamp 
shall have the same effect as a written 
indorsement? If the latter, then as the 
written indorsement of the indorsee ‘‘for 
collection” is not a guaranty, neither 
would be the stamp of such an indorsee 
under the clearing-house rule. If, on 
the other hand, the rule is construed as 
imposing on the collecting bank a re- 
sponsibility for forged paper, then the 
responsibility would extend to raised 
drafts as well as forged indorsements, 
for the language is “‘the bank using 
such stamp makes itself responsible for 
all items so stamped by it and for infor- 
malities of indorsements thereon, as 
though their indorsements were writ- 
ten,” 


Philadelphia Clearing House. 

The rule adopted by the Philadelphia 
Clearing House is elaborate and pro- 
vides for binding each bank upon its 
guaranty by a formal resolution of the 
board of directors. The clearing-house 
rule itself merely provides that the 
stamp shall be a guaranty of the gen- 
uineness of previous indorsements. The 
board resolution, however, which every 
member furnishes to every other mem- 
ber, provides that “‘this bank holds itself 
responsible for all items so stamped 
and sent, as fully as if its indorsement 
were written” and raises the same ques- 
tion as the Chicago rule, 
the provision: 


Following is 


“Ali items sent by members of this 
association through the exchanges must 
be stamped with an official stamp, hav- 
ing thereon the number of the bank in 
the association, and the words ‘Received 
payment through the clearing house;’ 
said stamp shall be considered a guar- 
antee for all previous indorsemerts, 
whether written or stamped: Provided 
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that such official stamp shall not be 
construed as supplying or guaranteeing 
to supply a missing indorsement. 

No other stamp than the one above 
mentioned shall be used by any of the 
banks, and the following resolution 
adopted by each board of directors, at- 
tested by the cashier, with the seal of 
the bank, must be furnished to the sev— 
eral members and the secretary of the 
association: 


— — BANK, \ 
PHILADELPHIA, 18 


Ata stated meeting of the board of directors, held 
this day, the following resolution was adopted: 

Resolved, That the officers of this bank be and are 
hereby authorized to use a suitable stamp for stamp- 
ing all items sent through the exchanges, and this 
bank hereby holds itself responsible for all items so 
stamped and sent, as fully asif its indorsement were 
written. 

In compliance with the above, after this notice, all 
items sent you through the exchanges will be stamped 
thus: 

(STAMP.) 

Provided, that such official stamp shall not be con- 
strued as supplying or guaranteeing to supply a 
missing indorsement. 

CASHIER, 
(SEAL.) 


Boston Clearing House. 


In the Boston Clearing House no rule 
providing for guarantee of genuineness 
by agent collecting banks, been 
adopted; but the following provision 
would seem to fix the status of all banks 
in relation to their depositors, as agents 
for collection only, and a bank paying a 
forged check to another bank, even 
though the collector was not an indorsee 
‘“*for collection” might, under this rule, 
have trouble in holding the collecting 
bank as principal. 


has 


“If any defaulting bank or banks 
shall fail or refuse to return said checks 
and items when demanded as above, 
the other banks may notify their de- 
positors and customers, from whom 
said checks and items were received, of 
the fact of the non-payment and de- 
tention of such checks and items, which 
notification shall be equivalent to the 
return of such checks and items to the 
depositors of the same, and the amourts 


thereof may be charged to their re- 
spective accounts; it being understood 
that they, thesaid banks, receive checks 
and items payable by other banks, for 
collection, as agents only, and do not 
hold themselves liable for any loss or 
damage which may accrue through the 
default of any bank or banks upon 
which said checks and other items may 
be drawn.” 


Correspondence of Bankers. 


Boston, Mass,—‘'I have watched with grow- 
ing uneasiness for several years, the frequent 
decisions of the courts along thisline, and have 
feared that some of our banksin this city would 
have trouble with their indorsements. Fortu- 
nately that has not yet been the case. The 
monthly meeting of our bank presidents is ac- 
customed to discuss questions like this, and it 
may be thatit can be brought before them as 
the subject of their next meeting.”—C, W. 
Perkins, cashier Massachusetts Nat. Bank. 


Providence, R. I.—‘‘The Providence Clearing 
House has not adopted any rule bearing on the 
point in question. Itseemsto me unfortunate 
that the well-established law should be reversed, 
viz: that each indorser guarantees the genuine- 
ness of paper to succeeding holders. We need 
something uniform, and not a condition of 
things that requires scrutinizing and classifying 
checks in order to know which particular de- 
cision of the courts applies to each. In case of 
a successfully raised check, some innocent 
party has to suffer loss, and the old rule tends 
to make all parties careful of the standing of 
the persons from whom they receive checks,”— 
From a Providence Banker, 


Detroit, Mich.—‘‘The decision is certainly an 
unfair one, although it may be based on good 
law. If it is approved, 1 know of no way for 
banks to protect themselves in paying checks 
coming through the clearing house except by 
requiring guarantee of indorsement upon each 
and every check. I trust the question will have 
wide attention, for itis one which is extremely 
important, and a very dangerous one for all 
banks if the decision referred to is going to be 
followed by our courts.”—F. W. Hayes, presi- 
dent Preston Nat. Bank. 


Louisville, Ky.—‘‘Replying toyour inquiry of 
Jan. 30, as to the rule of Louisville banks in 
reference to paying checks of distant corre- 
spondents through our clearing house to banks, 
who are mere indorsees for collection, would 
say, Article 23 of the Constitution of the Louis— 
ville Clearing House Association provides as 
follows: 

‘The stamped indorsement of a member of 
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the clearing house association shall be held as a 
sufficient guarantee and responsibility to any 
other member for all previous indorsements, 
provided that such stamped indorsement shall 
not be construed to supply or as a guarantee 
for a missing indorsement.’ 

When desired a special guarantee in writing 
of any indorsement or missing indorsement 
may be demanded. In the event ofa forged in- 
dorsement being discovered subsequent to pay- 
ment, there has never been any difficulty here, 
so far as I know, in obtaining back from the 
bank receiving the money, the amount wrong- 
fully paid. It seems to be a recognized rule here 
among our banks that payments made under 
such circumstancesshould be returned.” — J. H. 
Leathers, cashier Louisville Banking Com- 
pany. 


Indianapolis, Ind.—‘‘Our methods in Indian- 
apolis are now governed by the following article 
of the clearing house association. 


ARTICLE XI. 


The written or stamped indorsement of any bank, 
such as it customarily uses for receipting checks sent 
to the clearing house, shall be a sufficient guarantee 
to any other bank for all previous indorsements, with- 
out any special indorsement for guarantee. This rule, 
however, shall not supply the place of a missing in- 
dorsement. 


The practical effect of the recent decision of 
the Federal court concerning the non-liability 
of indorsee ‘for collection’ after the proceeds 
have been remitted or credited to the corre- 
spondent in good faith, is to make the drawee 
liable with recourse only on the principal. It 
seems very improbable that any court of law 
would fail to hold a bank liable which first ac- 
cepted a forged check even though it be in- 
dorsed by the forger ‘for collection,’ Should the 
bank receive the forged check from an innocent 
depositor, this decision throws the recourse of 
the drawee still further off and in a probably 
precarious position, though, of course, every 
bank ought to refuse to receive paper on de- 
posit, or ‘for collection,’ save from responsible 
parties or with a responsible guarantee. 

This necessitates greater caution in the clear- 
ing house rules concerning guarantees, string- 
ent rules concerning the acceptance ‘for collec- 
tion’ and payment of checks from correspond- 
ents, and as well, the guarantee to correspond- 
ents of the genuineness of indorsements, etc., 
save signatures of checks sent them for collec- 
tion. Especially mustcorrespondents be urged 
to use great care in the acceptance of checks 
‘for collection.’ 

In the case of checks received for remittance, 
it seems to me, the express assertion is neces- 
sary in remitting the proceeds, that the ac- 
ceptance of the remittance is a guarantee on 
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the part of the principal bank, that it has every 
reason to believe the indorsement and the body 
of the check is as it should be, that it has used 
diligence in the identification of the indorser, 
and that furthermore, in the event of forgery, 
save of the signature, it will hold the drawee 
harmless.”—S, J. Fletcher. 


Baltimore, Md.—‘‘The matter is of very great 
importance to the banking world. I had ex- 
perience about a year ago with my New York 
correspondent in line with this decision. They 
attempted to fall back on the decision, but I ig- 
nored their position and insisted until the check 
was credited to my account and sent back, 
That was the first intimation I had of this con 
struction of the law. I sometimes think thatin 
view of the longcontinued usage in the matter, 
it, perhaps, would be best to ignore the de- 
cisions and goon asusual. It certainly would 
take a long time to get a protective system in 
vogue. 99 out of every too banks in the coun- 
try, I think, believe they are responsible for in- 
dorsements, at least, if not for raised checks, 
However, I have called the attention of our 
clearing house to the subject.”—Baltimore 
Banker. 


Forney, Tex,—‘‘In the case of the United 
States v. American Exchange National Bank, 
we again have the decision of the court to the 
effect that the words ‘for collection’ relieve all 
subsequent indorsers from liability. Now, if 
the forger will indorse the draft upon which he 
has forged the indorsement ‘for collection,’ 
then he can present the sameat any bank, have 
it forwarded and await the returns, and when 
the collecting bank hands him the proceeds of 
the collection, then the paying bank must look 
to the forger for reimbursement;noone is respon- 
sible, for it was taken ‘for collection’ and the col- 
lecting bank had no interest in the matter, and 
hence according to the ruling of the court no 
one else is to blame but the paying bank who 
is expected to know by intuition whether the 
indorsement of the payee is genuine or not. 
Now, inaddition tothe necessity of knowing 
the signature of each customer of the bank, the 
bank must know the signature of each person 
to whom the customer makes his check pay- 
able. Leteach bank ask itself the question, 
Upon how many checks that are paid at the 
counter each day do we find ourselves without 
recourse in case there are any forged indorse- 
ments? and I think when they answer this 
question they will be appalled. There is but 
one thing to do and thatis for the paying bank 
to demand an indorsement guaranteeing all 
previous indorsements.’’—G. W.Voiers, cashier 
National Bank of Forney. 
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THE LATE GEORGE BLISS. 


The sudden death of Mr. George 
Bliss, on Sunday, Feb. 2, has removed 
from banking and financial circles one 
of the most distinguished members of 
the profession, and in his death the 
banking house of Morton, Bliss & Co. 
loses one of its senior executives, while 
to the City of New York the loss can be 
said to have been almost equally as 
great, for he was a citizen much es-— 
teemed and highly respected through- 
out the various channels of metropoli- 
tan life. 

Descended from good New England 
ancestry, anda son of William Bliss, he 
was born in Northampton, Mass., in 
1817, and like his distinguished col- 
league and life-long friend, Governor 
Morton, began life on afarm. He went 
to New Haven, Conn., at an early age 
and engaged in the drygoods business, 
remaining there until 1845, when he 
came to the metropolis and became as— 
sociated with John J. Phelps in the same 
commercial line, 

In 1868, after a prosperous career in 
the drygoods industry, he was invited 
by Gov. Morton to become a member 
of the banking house of L. P. Morton 
& Co., which had been established in 
1863 by Mr, Morton. Governor Morton 
desired the name cf the firm styled 
Bliss, Morton & Co., but Mr. Bliss de- 
clined and suggested that the firm name 
be Morton, Bliss & Co,, which was 
adopted. About this time Mr. Morton 
also founded the London firm of Morton, 
Rose & Co., Sir John Rose, formerly 
Finance Minister of Canada, being his 
feading European partner. 

These two firms assisted materially in 
furthering the resumption of specie 
payments after the war, the American- 
English syndicate, formed for this pur- 
pose, being headed by Drexel, Morgan 
& Co. Morton, Bliss & Co, achieved 
fame in the sale of $50,000,000 of New 
York Central Railroad stock, belonging 


to William H. Vanderbilt, to English 
capitalists, the firm being associated 
with other bankers in accomplishing the 
task. From 1873 to 1884, Morton, Bliss 
& Co. acted as fiscal agents for the 
government. 

From 1888 to 1892, during Mr. Mor- 
ton’s tenure as vice-president of the 
United States, Mr. Bliss practically di- 
rected and supervised the entire busi- 
ness of the firm and, since his inaugu- 
ration as Governor, the same duties 
again devolved upon Mr. Bliss. 

The same attributes that made him a 
power in the financial world also gained 
Mr. Bliss popularity in other circles, 
and, while of domestic inclination and 
taste, he was a member or the Union 
League, Century, Lawyers,’ Union and 
Metropolitan clubs, the New England 
Society, the American Museum of 
Natural History and the Metropolitan 
Museum of Art. The conservative 
methods which marked his business 
career also followed him in private life, 
and his liberal deeds of charity were as 
numerous as they were unostentatiously 
bestowed. The Episcopal Chapel on 
Blackwell’s Island and a church at his 
native town in Massachusetts, were 
erected by Mr. Bliss, who was also 
treasurer of the Board of Missions of the 
Episcopal Church; a director of the 
Womans’ Hospital, and a manager of 
the Hospital for the Ruptured and 
Crippled. 

His son, George T. Bliss, is a member 
of the firm of Morton, Bliss & Co., 
while his only other son, Walter P., is a 
law student. He is also survived by 
his wife, three daughters and an only 
brother, Theodore Bliss, of Philadelphia. 

In accordance with the co-partner- 
ship and testamentary agreements, the 
business will be continued by the sur- 
viving partners and the representatives 
of the late Mr. Bliss, without any 
change, until Dec, 31, 1898. 
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CONDITION OF NATIONAL BANKS, DECEMBER 138, 1895. 


Comptroller of the Currency—Form 520. TREASURY DEPARTMENT, 
Reports—1-23-’96—5,000. t Office of Comptroller of the Currency 
No. of Banks, 3706. Washington, D.C., Jan. 22, 1896, 
ABSTRACT of Reports made to the Comptroller of the Currency, showing the Condition of the 
National Banks in the United States at the close of business on Friday, the 13th day of 
December, 1895. 
RESOURCES. 
Loans and discounts..... (ict e eee ein a eneneseebude . $2,020,961, 792 53 
Overdrafts.....ccscees j : ‘ reer 20,537.345 04 
U. S. bonds to secure circulation.... ‘ mcmetaeeds Menehivetaas ne 210,479,500 00 
U.S. bonds to secure U. S. deposits 
U. S. bonds on hand pace ee 
Premiums on U. S. bonds..... 
Stocks, securities, etc.-....... snianaiaiicn 
Banking house, furniture and fixtures. Co eeceece 
Other real estate and mortgages owned ....... 
Due from national banks (not reserve agents).... 
Due from state banks and bankers 
Due from approved reserve agents..... 
Checks and other cash items.. 
Exchanges for clearing house 
Bills of other national banks..... 
Fractional paper currency, nickels and cents.... 
Lawful money reserve in bank, viz:— 
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Gold coin 
Gold treasury certificates 


Gold clearing-house certificates 


Silver dollars 


Silver treasury certificates. 


Silver fractional coin 


Total Specie... 
Legal tender notes 


U.S. certificates of deposit for legal tender notes. 


Five per cent. Rageoncon soy fund with treasurer,.......000+ 


Due from U. S. treasurer... 


Capital Stock paid in 
Surplus fund 


Undivided profits, less expenses and taxes paid 


National bank notes issued. 
Less amount on hand.. 


Amount outstanding 
State bank notes outstanding 
Due to other national banks... 


Due to state banks and bankers.... 


Dividends unpaid 
Individual deposits 
U. S. deposits 


Deposits of U. S. disbursing officers 


Notes and bills rediscounted... 
Bills payable 


Liabilities other than those above stated 


- $113,843,400 97 


20,936,030 00 
33,465,000 00 
& 984,382 00 
5,878,323 00 

" 3,605,2 74 26 


.e+ $206,712,410 23 


99,209,423 00 
31,440,000 00 


33753 833 
9,194,625 
1,744,071 


$3,423,534,328 


$656,956,245 00 
246,177,563 53 
94,501,758 


ot oy 67 o 
1,091, 869 
1,720,550,24I 0 
9.699,120 
4,059,468 8 
11,359,771 49 
20,492,304 21 
3,405, 889 12 
$3,423,534,328 26 
H. ECKELS, Comptroller. 


*The amount of circulation outstanding at the date named, as shown by the books of this office, was $213," 
726,644; which amount includes the notes of insolvent banks, of those in voluntary liquidation, and of th ose 
which have deposited legal-tender notes under the acts of June au, 1874, end July 12, 1882, for the purpose of re- 


tiring their circulation. 
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BANK FAILURES. 


BANK FAILURES. 


By G. Chetwynd Stapylton, President of the Leesburg & County State Bank, Leesburg, Fla., at Florida 


Bankers’ 


The subject of my address is not a pleasant 
one, yet it possesses a melancholy interest for 
bankers that may well justify its selection for 
the consideration of this convention. With the 
bitter memories of 1893 still fresh in our minds, 
we cannot pretend to say that bank failures are 
sofew and far between that there is nothing to 
be gained by a discussion of their causes, effects 
and remedies. I remember during the height 
of the panic of 1893, a prominent banker of this 
state remarking to me, ‘‘any banker who is not 
scared isa fool.” I could not conscientiously 
dissent from his proposition, and I believe that 
at that time there were not many fool bankers 
just of that kind in the United States. 

The following table, which we may term na- 
tional banking mortality statistics, is taken 
from the annual reports of the comptroller of 
the currency: 
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Year of Report. 
Number placed’ in the 
hands of receivers. 
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Of course, in 1893 the death rate, and the 
cases of suspended animation, reached unpre- 
cedented figures for these latter days of wisdom 
when sanitary precautions and regulations are 
supposed to govern banking methods. 

In that calamitous and gloomy year, 158 na- 
tional banks suspended with a capital stock of 
over thirty millions of dollars, and being 4.09 
per cent. of the whole number. Of these, 86 
resumed business and 65 passed into the hands 
of receivers. In addition to these there were 
nearly enough state and private banks to make 
a grand total of 600 which passed in their checks 
and closed their accounts with their customers. 


Convention. 


When it is remembered that between May 4, 
and October 3, 1893, a total sum of $378,000,000 
was withdrawn from national banks alone, the 
wonder is, not that so many succumbed, but 
thatso many successfully withstood the strain, 


EFFECTS, 

It is difficult to exaggerate the extent of the 
moral and material injury that a community 
sustains by a bank failure. The worst side of 
human nature is unfailingly brought out and 
exhibits itself naked and unashamed. Loss of 
faith in mankind and in the stability of all 
human institutions follows a bank failure, and 
renders many of its victims, for a time at least, 
cynical, suspicious and unreasonable. The 
shock to public confidence does incalculable 
harm to the cause of banking. 

Every failure bears its bitter fruit in the 
hoarding, prompted by distrust, of the circu- 
lating medium. Ifa locality is, benefitted, as 
no one will deny itis, by the establishment of a 
bank that collects together all the small and 
scattered hoards of idle money in the hands of 
the people into a fund that can be used to ex- 
pand the trade and credit of the place and to 
fructify its enterprise, then it follows that the 
individual hoarding of money imposes on the 
whole community a loss measured by the bank- 
ing value of the aggregate of all sums that are 
secretly stored at home and that are so with- 
drawn from the useful functions that their de- 
posit ina bank would enable them to perform, 
And since there can be no failure without in- 
creased hoarding and general loss of confidence, 
itis scarcely too much to say that, regarding 
the banking interests of the United States as 
a comprehensive whole, that great entity is sen- 
sitive to the shock to credit that spreads wave- 
like throughout the land from the center of dis- 
turbance that is created by every broken bank. 
But these general and public evils are no more 
to be deprecated than the private and individual 
suffering that is inseparable from bank fail- 
ures. There is never one of them that does not 
add to the sum of human suffering and toil; 
never one of them that does not count among 
its victims the widow and the orphan, and that 
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does notembitter the lives of many to whom 
life, perhaps, was none too sweet before. 


CAUSES OF FAILURE. 

Bank failures may arise from unavoidable 
causes, such asa general stagnation of busi- 
ness and decrease in values, from losses arising 
from the failure of reserve agents or correspond- 
ents, or from the depredations of criminals 
whether within or outside of the bank. But the 
number of failures that can be placed in* this 
class is small as compared with the total. Iam 
excluding from consideration the temporary 
suspension of sound banks caused by sudden 
and exceptional withdrawal of deposits. The 
large majority of failures is directly traceable 
to preventible causes that are well known to all 
of us, and that need therefore be only briefly re- 
cited. Injudicious loans not readily converti- 
ble; bad loans making bad debts; officers bor- 
rowing heavily from the bank and using it for 
individual purposes, and in attempting to sustain 
enterprises in which they or their friends are in- 
terested; nursing speculative or insolvent} cus- 
tomers, paying high rates of interest on de- 
posits, reckless and chronic re-discounting, 
negligence of directors, embezzlement or theft 
by officers, disregard of all sound banking prin- 
ciples. Banks have no business bolstering up 
manufacturing enterprises or special local in- 
dustries except within safe banking limits. They 
should not go into outside speculative deals for 
an interest:in the profits. They should not loan 
money on securities that are not securities, such 
as life policies, second mortgages, bills of sale 
on stocks of goods or machinery or live stock. 
But it would take a book to enumerate all the 
things that a bank ought not to do, and yet that 
some of them will persist in doing to their ulti- 
mate ruin, 

There is, perhaps, no business in which un- 
wise methods and improper departures will so 
quickly lead to disaster asin banking. Nearly 
all bank failures merely illustrate cause and ef- 
fect. No banker need expect to escape the 
pains and penalties of a violation of the rules of 
sound banking. That the penalty will follow 
the violation, surely and inexorably, is as cer- 
tain as the operation of the immutable laws 
of physics. 

It has been said, ‘‘Never yet were the feelings 
and instincts of our nature violated with im- 
punity; never yet was the voice of conscience 
silenced without retribution.” And this is true 
of the banking instinct and of the banking con- 
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science. Many bankers can, or think they can» 
judge quickly and instinctively of the merits of 
a piece of negotiable paper that is offered for 
discount. Iam one of those who believe to 
some extent in this instinct in dealing with men 
and their paper. It is not wise to disregard its 
warnings. Stillless is it wise to silence the 
still small voice of the banking conscience when 
it whispers to us that we are taking a risk that 
will be best avoided. If the banker who hesi- 
tates is not lost, he at least, as often as not, is 
preparing for himself some loss of sleep to be 
followed finally by an ugly-looking entry on the 
debit side of In 
considering the causes of bank failures I be- 
lieve that excessive competition lies at the root 
of many of them and constitutes an evil that is 
a standing menace to the prosperity and stabil- 
ity of the banking business. Competition may 
be the life of trade, but it is often the death of 
sound and prudent banking. Banks are no ex- 
ception to the law that decrees the survival of 
the fittest in the struggle for existence, but I 
submit that the delicate organism of a bank, 
whose frail existence may be blasted by a mere 
breath of discredit, should not be exposed to the 
same fierce contests that characterize competi- 
tion in most lines of business. 


his profit and loss account. 


Unwise and 
suicidal competition between banks is impelling 
them everywhere, against their better judg- 
ment, to do business for nothing in order to at- 
tract deposits. They often make no charge for 
drawing exchange; no charge to customers for 
making collections; they credit at par items that 
will take them perhaps ten days to collect; 
they allow overdrafts and charge no intereston 
them; nevertheless they pay interest on de- 
posits; they solicit business assiduously and un- 
blushingly, and flout all the traditions of old- 
time, dignified banking. 


DECREASE OF PROFITS, 

This curtailment of the legitimate profits of 
banking necessarily leads to a seeking for com- 
pensation in other directions; and that compen- 
sation is too often sought in excursions into the 
dangerous fields of speculation and risky loans. 
Having regard to the high qualities required of 
the safe and successful bank officer; the know- 
ledge of men, the tact, the unerring judgment, 
the courage, to say nothing of necessity of a 
thorough familiarity with all the branches in 
detail of his business, it will be freely admitted 
that his average fall far below 
what equal qualities and abilities could earn in 


income will 
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many other less harrassing walks of life. 

The bank officer is not better paid simply be- 
cause the earnings of the banks do not admit 
of the payment of larger salaries, and the de- 
gree of temptation to which he will be exposed 
to add to his salary by speculation or by dis- 
honest devices will bear a direct relation to its 
inadequacy tested by his ability. 

In an age when political economists are be- 
ginning to recognize that the wealth of the 
world is not produced only by the dual efforts 


GRANVILLE CHETWYND STAPYLTON, 


of capital and labor, but rather by the trinity of 
capital, labor and ability, this last named factor 
in all successful undertaking should not fail of 
meeting its just reward when found within a 
bank. That it frequently does so fail will not 
be denied, and there can be no remedy until 


Granville Chetwynd Stapylton was born on the 11th 
day of December, 1858, in the county of Surrey, Eng- 
land, and belongs to a well-known old English family 
which traces its genealogy back to its Saxon ances- 
tors before the time of William the Conqueror. He 
was educated at Haileybury College, and in Switzer- 
land,and spent four years in clerical occupation in 
the Colonial Produce and Insurance broking business. 
In December 1881 he came to the United States and 
settled near Leesburg, Florida, where he engaged ac- 
tively inthe real estate and colonization business and 
in orange growing. In April 1886 Mr. Stapylton asso- 
ciated himself with William H. Morrison and H. S. 
Budd and opened a private bank under the firm name 
of Morrison, Stapylton & Co. In April 1890 he helped 
to organize the Leesburg and County State Bank of 


banking profits are increased so that they may 
bear a proper proportion to the risks involved, 
and to the exceptional skill and ability required 
for successful bank management. There has 
been of late years no abatement of those risks, 
nor any decrease in the severity of the arduous 
duties enacted of the banker by his profession. 
Yet the average rate of dividends of the banks 
throughout the land has been steadily dwind- 
ling. In 1870 the average rate of dividend paid 
by the national banks was 10.5 per cent.; in 
1894 it was 6.8 per cent. It is true that the rate 
of interest obtainable by all moneyed capital 
has fallen where the security is unquestioned, 
but national bank shareholders assume a con- 
tingent liability that should receive an equiva- 
lent in the rate of dividend. Because the profits 
of banking do not allow of this compensation, 
bank shares have depreciated as an investment 
inthe public estimation, and are not sought 
after as they used to be, 


EVILS OF COMPETITION, 


I believe then that unrestricted competition in 
banking is an unmixed evil, not only to the 
banks themselves but to the communities they 
serve. A bank should not be classed in the 
same category as a dealer in groceries or dry- 
goods. From the intimacy of its relations 
with its patrons, many of whose fortunes and 
happiness are linked with its healthy duration 
to a degree that has no parallel in other busi- 
ness, a bank should be allowed to pursue the 
even tenor of its way, earning legitimate and 
fair reward for every service rendered, and 
raised above the plane of the jostling crowds 
who are struggling, in other walks of life, for 
the foremost place. The vital importance of 
safe banking to the people, and the danger to 


safe banking that unrestricted competition 


which he has always been president, and which bank 
hastwice successfully passed through the ordeal of 
the failure of its competing bank in the town, In 
January 1893 Mr. Stapylton read a paper before the 
Convention of the Florida Bankers’ Association on 
“Country Banking in South Florida.” In February 
1895 he was made assignee of the Bank of Leesburg, 
involving a large amount of property, and in August 
1895 was appointed by the Comptroller of the Cur- 
rency, receiver of the First National Bank of Ocala, 
Florida, which position he still holds. Heis 2d Vice- 
President of the Bankers’ Association and belongs to 
the Episcopalchurch. In politics, he is a Democrat, 
having served on his County Executive Committee, 
and as chairman of the Lake county delegation to the 
last Democratic State Convention. 
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threatens, sufficiently condemn it as an evil for 
which some remedy should be found. It seems 
to me that a bank, in this respect, should be en- 
dowed with special protection and privileges, as 
well as being surrounded with safeguards to its 
customers in the way of national or state super- 
vision. Comptroller Eckels has touched upon 
this evilin his excellent reports, He finds that 
frequent ‘‘profits are sought by several institu- 
tions when one strong bank only could be able 
to makethem.” He has recommended ‘‘con- 
solidation of rival concerns as tending to check 
teckless banking springing from an unwhole- 
some competition,” and in his report for 1893, 
he writes, ‘‘It has become the policy of this 
bureau to more carefully scrutinize all applica- 
tions for authority to organize new banks, as 
the comptroller appreciates the necessity of dis- 
crimination to protect the system from the en- 
trance of associations whose weakness would 
be aninjury.” May not the inauguration of 
this policy contain the germ that, in the evolu- 
tion ot national banking, may gradually de- 
velop into the systematic regulation of compe- 
tition? 


A CERTAIN CLASS OF BANK CUSTOMER CRITICISED., 


There is a good deal to be said for the point 
of view of the Texan banker who, when obliged 
to suspend during the panic of 1893, posted the 
following notice to his depositors: ‘‘It is not 
we who are busted, it is the people. If the 
people will pay us, we will pay you.” It often 
happens that a bank failure reveals the fact that 
a large part of the bank’s resources has been 
wasted by comparatively a few of its custom- 
ers. It is found that large and steadily in- 
creasing credits have been extended to a few in- 
dividuals or concerns who, for one reason or 
another, have been able so to ingratiate them- 
selves with the bank managers as to obtain any 
favors they may ask for. [I contend that those 
men who have ‘‘worked” a bank, and who have 
habitually speculated with its funds by reason 
of the sinister influence they have been able to 
gain over its officers, should not escape their 
full share of censure when the crash comes. If 
it is a violation of the moral law for a banker to 
be reckless or negligent in the distribution of 
his loanable funds, then the borrowing customer 
who takes a greedy advantage of the banker’s 
weakness and uses the bank’s money in hazard- 
ous enterprises without securing the bank is, in 
my opinion, ‘‘particeps criminis,” and should 
be stigmatized as he deserves. By alternating 
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flattery and threats such men will sometimes 
fasten themselves on a bank like a parasitic 
growth that strangles its healthy life; like true 
parasites they ‘‘will not take the trouble to find 
their own food, but borrow or steal it from the 
more industrious” through the medium of the 
bank. And yet sometimes these creatures will 
be found among the most caustic critics of the 
management of the broken bank that they have 
helped to wreck. When a bank fails, and its 
creditors are clamorous for dividends, many of 
them, it may be, lacking the means to buy the 
necessaries of life, it would be supposed that 
indebted to the bank would 
show an eagerness to pay it, and so to do all 
they could to relieve the creditors. It is often 
found, however, that a prompt and honest 
recognition of the obligations of debt is lament- 
ably wanting in many excellent people whose 
signatures appear on the bills receivable. By a 
strange distortion and perversion of the right 
way of regarding the matter, they persuaJe 
themselves that the bank’s failure relaxes, 
rather than draws tighter, the binding moral 
force of their promises to pay. And soit is that 
the liquidation of a failed bank is a slow and 
tedious business, The average time for the 
complete liquidation of 130 national bank re- 
ceiverships was 5 2-5 years, and the average 
cost of collection was about 6 per cent. of gross 
receipts. 


those who are 


REMEDIES, 

The mere mention of the principal causes of 
bank failures suggests its own remedy for each 
cause, but I want tosay a few words on the 
subject of injudicious loans. Itis surprising in 
how many banks, especially in the West, if I 
am correctly informed, the loans are made 
mostly at the discretion of either the president 
orthecashier, The responsibility of passing 
on loans should not be imposed on only one 
officer. A system suitable, I think, at least for 
small banks having no regular discount board, 
is to make it a rule that no paper shall be ac- 
cepted for discount until approved by two offi- 
cers and a director, or, if there is only one officer 
available, then by him and two directors. A 
memorandum of the application may be made 
on blank printed form like the following: 


soe 389 


eee 


eee eee eee eee 
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This is initialed by the officers and director 
approving the loan and filed away. For prac- 
tical use it is more convenient, in the absence 
of a discount board, than an application record 
book. Exceptions to this rule may be made in 
the cases of regular borrowing customers who 
habitually discount a particular class of paper, 
or who occasionally want temporary accommo- 
dation on their notes. For such customers a 
register of names may be kept with the limit of 
credit set opposite each; such credit to be de- 
termined at a directors’ meeting. This saves 
delay and red tape in dealing with regular bor- 
rowers, and, at the same time establishes, by 
proper authority, a limit of credit that must 
not be exceeded without special action. 

The collection of information concerning the 
assets and liabilities of customers should be 
constant and systematic, and such information 
should be carefully preserved and filed alpha- 
betically, ready for easy reference. The mem- 
ory, of course, should not be trusted as to the 
amount of discounts outstanding at any one 
A book should be 
kept in which an account is opened with every 
name appearing on the bills receivable. This 
records the due date, 
amount, makers and indorsers of every piece 
of paper on which the customer’s name appears 
When 
a bill is retired, the amount can be simply 
ruled through; when it is renewed, this dis- 
position of it can be indicated by a special 
mark, so alsoif itis allowed to run past ma- 
turity with or without protest. By this means 
not only can be seen ata glance the outstand- 
ing liabilities, direct and contingent, of any 
given customer, but the account bears upon its 
face a complete history of the use of his name 
on the bank’s bills receivable, and tells the tale 
of renewals and of the general character of his 
paper than the best 
supply it. 


time against a given name, 


account number, 


whether as maker, indorser or acceptor. 


better memory can 


NATIONAL LEGISLATION, 


The subject of bank failures should not be 
dismissed without a reference to those remedial 
legislative measures which seem to be wanting 
iu order to place our national finances on safe 
ground. Goethe said ‘‘Nothing is more terrible 
than active ignorance,” and there appears to be 
in high legislative places an appalling and mis- 
chievously active ignorance of economic fact 
that is terrible indeed when not even the stand- 
ard of value itself is too sacred to be made the 
subject of its assault. 


The following epigram which was written 
long before populism was born, seems none too 
wise to express the limits of the financial learn- 
ing of some of our public men: 


“The privilege HARD money to demand, 
It seems but fair the public should surrender; 
For I confess I ne’er could understand 
Why cash called HARD, should be a legal TENDER.” 


If I were asked to indicate my views as to 
what financial legislation is at this time desir- 
able I would say, without dogmatism, and 
speaking only as an humble student of those 
subjects, seeking light, that I would favor such 
legislation as would carry into effect the follow- 
ing recommendations: 

1. Make a definitive legislative pronounce- 
ment declaring the inviolability of the single 
gold standard. 

2. Provide forthe retirement and cancellation 
of all U. S. notes and treasury notes of the Act 
of 1890, issuing in exchange, where so desired, 
long time U. S. gold bonds bearing a low rate 
of interest, of large and small denominations 
down to $100, 

3. Provide for the issuance of government 
short-time certificates or exchequer bills to 
meet emergencies. 

4. Make national banks everywhere agents of 
the government for the exchange of U.S. notes 
for bonds, and encourage the widest possible 
distribution of the new bonds among the 
people. 

5. Permit national banks to issue circulation 
to the par value of the bonds deposited against 
it, and allow them to substitute the new bonds 
for the ones on which their circulation is now 
based. Reduce the semi-annual tax on their 
average circulation to one-quarter of one per 
cent, 

6. Reduce the minimum capital requirement 
for national banks to $25,000 in towns not ex- 
ceeding 3,000 inhabitants, and facilitate the 
conversion to the national system of state and 
private banks, 

7. Adopt the recommendations of the Comp- 
troller of the Currency as to requiring directors 
to make a formal annual examination of nation- 
al banks, and as to giving him the power of re- 
moval of bank officers. 

8. Impose on the Comptroller of the Currency 
the duty of refusing to charter new national 
banks in localities which, in his judgment, are 
already abundantly supplied with national 
banking capital, thus protecting national banks 
against the dangers of unrestricted competition 
with its corresponding diminution of legitimate 
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earnings on bank capital, and its accompanying 
temptation to find compensation in unsound 
methcds and ventures. 

In my suggestion, however wildly impracti- 
cable it may sound, to regulate competition be- 
tween banks, I claim the support of Bacon. In 
his essay, discussing the.pros and cons of 
usury, he recognizes the advantages to mer- 
chants of being able to borrow money, but rec- 
ommends that there should be ‘‘licensed lend- 
ers, restrained to certain principal cities and 
towns of merchandising.” Candor compels me 
to say that he adds, however, ‘‘let it be no 
banke or common stocke, but every man be 
master of his owne money; and that I alto- 
gether mislike banks, but they will hardly be 
brooked, in regard of certain suspicions.” 


POPULAR DISTRUST, 


And so, even to-day, in this year of Grace 
1896, there are many people who ‘‘mislike 
banks” and who will hardly brook us because 
of certain suspicions, In days gone by when 
the taking of usury was abused, those suspi- 
cions may have been justified; but they are not 
so now when there is no danger of our people 
being reduced to serfdom by usurious rates of 
interest. That this danger had to be provided 
against in the remotest recorded ages is shown 
by the primitive Verdic rule of India, 2,000 
years old, that a creditor must not recover as 
interest a larger sum than the principal. 

This popular distrust of the united power of 
the banks of the country is not well founded, 
and may be expected to disappear as the people 


become more enlightened on the functions of 
banks, and learn more clearly to understand 
that banks and people are mutually dependent, 
It is estimated that bank depositors in this 
country number about 9,000,000 or about I in 
7 of our entire population. Instead of the 
banks being so organized, as is popularly sup- 
posed, as to be able to act as a unit where their 
interests are threatened, they are much more 
like the bundle of sticks in Aesop’s Fables that 
were easily broken because they were not tied 
together. Labor unions are found necessary to 
protect theinterests of the laborer; associations 
for mutual protection and advantage are found 
in almost all departments of production and 
distribution; but, while we have banking 
associations, they are only now beginning to 
reach practical results in the direction of pre- 
serving to the banker the legitimate wages of 
banking service, in resisting the encroachments 
of trust and express companies, and in provid- 
ing for unity of action when common danger 
threatens. 

In conclusion, it rests with the banker him- 
self to elevate or degrade his profession in the 
public mind according as he conducts himself 
and his business. In proportion as he applies 
himself diligently to his work, makes a scien- 
tific study of the industrial economics of his lo- 
cality, conducts his business with prudence,and 
wisdom born of knowledge; above all, as he 
wears the white flower of a blameless life and 
recognizes the obligations and dignity of his 
high calling, so shall we hear less of bank fail- 
ures. 


E. T. SHRIVER. 


E, T. Shriver, one of the oldest and 
most highly respected citizens of 
Cumberland, Md , died on Feb, 7 at the 
advanced age of nearly 81. Edwin 
Thomas Shriver was a son of the late 
Thomas Shriver, for many years Mayor 
of Cumberland, and was born at Union 
Mills, Carroll County, Maryland, Oct. 
17, 1815. Most of his boyhood was 
passed in Frederick, Md, When 17, he 
went to Baltimore and became a clerk 
of the Susquehanna Bridge & Banking 
Company. In 1834, when about 19, he 
went to Cumberiand, becoming book- 
keeper in the Cumberland Bank of Alle- 
ghany, of which his uncle, the late Jos. 


Shriver, wascashier. In 1852 the latter 
became president and the deceased was 
madecashier. In 1864 the institution 
became the First National Bank. He 
continued as cashier until January, 
1886, when upon the death of Mr. Jos. 
Shriver, his son, Mr. Robert Shriver 
was elected president, and E. T. Shriver 
was chosen vice-president, which posi- 
tion he held until the time of his death, 

Mr. Shriver was a model bank officer. 
Of quick intelligence, sound judgment, 
and courteous to all, but firm when his 
mind was made up, his banking record 
of sixty-two yearsin one institution has 
been seldom equalled. 





LEGAL DECISIONS, 


BANKING LAW. 


eras department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 

rectors. The experiences they disclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 
herein, will be furnished on application. 


COLLECTION. 
COLLECTING BANK LIABLE FOR DEFAULT OF CORRESPONDENT—KANSAS, 


First Nat. Bankof Girard v. Craig, court of Appeals of Kansas, southern department, E. D. Dec. 4, 1895 


1. Where the owner of a note places it in the bank for collection, without any understand- 
ing or instructions otherthan ‘‘when due,please collect and apply proceeds to my paper,” and the 
said bank voluntarily selects a person to present said note at the place named therein, anddemand 
and receive payment thereon, and said person so selected doescollect the amount due upon said 
note, held, that the person so selected is the agent of the bank selecting him; that the said bank 
must be considered as having collected said note; and that said bank is liable to said owner for 


the amount so collected. 


2. If the same state of facts exist, a banker who takes a note for collection assumes the same 


liability as an attorney at law does. 


Error from district court, Crawford 
county; S. H. Allen, Judge. 

Action by H. G. Craig against the 
First National Bank of Girard. Judg- 
ment for plaintiff, Defendant brings 
error. Affirmed. 

Dennison, J. The facts, as shown by 
the record in this case, are briefly stated 
as follows: On January 6, 1889, the de- 
fendant in error, Craig, was indebted to 
the plaintiff in error in the sum of $900, 
and applied to them by letter for an ad- 
ditional loan of $700. He inclosed in 
said letter a note, with the following 
instructions: 

“I send you, as partial collateral, a note secured by 
chattel mortgage for $432.25, due February 16, 1889. 
When due, please collect and apply proceeds to my 
paper. [Signed] H. G. Craig.” 

Its receipt was acknowledged in the 
following letter: 

“First National Bank, Girard, Kansas. Jan. 9, 1889. 
H. G. Craig, Esq., Walnut, Kansas—Sir: Yours of the 
sth inst. received, with note of George Hill for $432.25 
for collection, and to be credited on your note to us. 


Inclose you blank note for $700 for your signature and 
Teturn tous, Yours, J. T. Leonard, Cash.” 


(Syllabus by the court.) 


A copy of said note 1s as follows: 


“$432.25. Walnut, Kansas, Angust 16, 1888. Six 
months after date, for value received, I, as principal, 
promise te pay tothe order of H. G. Craig, at the 
Bank of Walnut, Kansas, four hundred and thirty-two 
25-100 dollars, with interest thereon at the rate of 12 
percent. per annum from maturity. The drawers, 
indorsers and guarantors severally waive present- 
ment for payment, protest or notice of protest of non- 
payment of this note. Appraisement waived. George 
Hill. This note secured by a chattel mortgage, even 
date, due February 16, '89. No. 19,735.” 


And it is indorsed upon the back as 
follows: 

“Pay First National Bank of Girard ororder. H. G. 
Craig.”” “Pay J. V. Pierce, Pt. or order, for collec- 
tion, account of First National Bank, Girard, Kansas, 
J. T. Leonard, Cash,” 

Shortly before the maturity of the note, 
plaintiff in error made the last indorse- 
ment on said note, and sent the same to 
J. V. Pierce, President of the Bank of 
Walnut, Kansas, for collection. The 
note was paid by Hill, the maker, on 
the 19th of February, 1889, and on the 
next day the Bank of Walnut failed 
and neither the said J. V. Pierce nor 
the Bank of Walnut ever paid the plain- 
tiff in error, or any one else, the am— 
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ount collected from Hill, nor any part 
thereof. The case was tried by the 
court without a jury, and its findings of 
fact and conclusions of law are fully set 
out in the following journal entry, to 
wit (omitting title): 


“Journal Entry. Now, on this day, 
this cause came on for decision and 
judgment on the evidence and argu- 
ments heretofore submitted, and the 
court, after careful consideration there- 
of, finds from the evidence: That on the 
6th day of January, 1889, the plaintiff 
indorsed and deposited in the bank of 
the defendant, for collection, a note 
dated August 16, 1888, made by one 
George Hill, payable to the order of the 
plaintiff, at the Bank of Walnut, Kan- 
sas, for $432.25, due in six months, with 
directions to collect, and apply the pro- 
ceeds on the indebtedness of plaintiff to 
defendant. That the place of payment 
of said note was written in said note by 
the plaintiff, and the words ‘First Na- 
tional Bank of Girard, at its office, in 
Girard, Kansas,’ erased from the blank 
used. That at said time the plaintiff 
owed the defendant $900, and was ne- 
gotiating for a further loan of $700. 
That, a few days before said note of said 
Hill became due, the defendant sent 
said note by mail to the Bank of Walnut 
where the same was payable by its 
terms, indorsed by defendant as follows: 
‘Pay J. V. Pierce, Pres., or order, for 
collection, account of First National 
Bank of Girard, Kansas. J. T. Leonard, 
Cash.’ That, when said note became 
due it was paid by said Hill to said Wal- 
nut Bank; and immediately thereafter 
said Walnut Bank failed and has never 
accounted to or paid either of the par- 
ties to this action any of the money so 
collected and is wholly insolvent and 
worthless, That the sum collected, 
with 6 per cent, interest thereon from 
the date of collection, now amounts to 
$488.79. And that said defendant, be 
fore the commencement of this action, 
refused to apply said sum on the in- 
debtedness of plaintiff to defendant, or 
to pay the sum to plaintiff. And that 
plaintiff has paid all sums that were 


owing by him to defendant at the time 
said sum was paid to said Walnut Bank 
with an express agreement between the 
parties that such payment should not 
prejudice his right in this action. I 
find, as a conclusion of law, that, in col- 
lecting said note, the Bank of Walnut 
acted as the agent of defendant, and that 
the plaintiff ought to recover of the de- 
fendant the amount of said note, and 6 
per cent, interest from the date of col- 
lection by the Bank of Walnut. It is 
therefore considered, ordered, and ad- 
judged by the court that the plaintiff, 
H. G. Craig, have and recover of and 
from the defendant, the First National 
Bank of Girard, the sum of four hun- 
dred and eighty-eight dollars and sev- 
enty nine cents ($488.79), together with 
his costs herein, taxed at $ , toallof 
which findings, conclusions and judg- 
ments the defendant excepted and ex- 
cepts,” 


The said bank brings the case here 
for a review of the said judgment. 

The only question to be settled is 
whether, under the above state of facts, 
the bank or Craig must be the loser by 
the default of the Bank of Walnut, 
During the trial in the court below, 
there was some controversy between the 
parties as to whether the bank held the 
note as collateral or for collection. The 
plaintiff in error contends that this con- 
troversy is now out of this case, because 
the court below found it was held for 
collection. The defendant in error has 
filed no brief. We may say, however, 
that the letters which passed between 
the parties are the best evidence of how 
the note was held, and the evidence of 
the cashier as to what he intended to do 
in the premises is immaterial. It must 
be conceded that if Craig had been in- 
solvent, and had applied for the note, 
he could not have compelled the bank 
to deliver it to him; neither could he, 
without the consent of the bank, have 
maintained an action against Hill for 
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the amount of the note. It therefore 
follows that the finding by the court that 
the note was held by the bank for col- 
lection was extremely favorable to this 
plaintiff in error, and that the equities in 
the case are not in its favor. We will 
assume, then, that Craig sent this note to 
the plaintiff in error for collection. Did 
said plaintiff in error collect it? It will 
be conceded that, if it was collected by 
the employe or agent of the plaintiff in 
error, it must be considered collected 
by said plaintiff in error. It was col- 
lected by J. V. Pierce, president of the 
Bank of Walnut. In making the collec- 
tion he was the agent of some one. The 
pivotal question is, whose agent was he? 
If the agent of Craig, then Craig must 
stand the loss. If the agent of the First 
National Bank of Girard, then said bank 
must stand the loss. Craig, in origin- 
ally taking the note, made it payable at 
the Bank of Walnut, He therefore di- 
rected where it should be payable, but 
not who should be his agent in receiv- 
ing the payment. He gave the plaintiff 
in error no instructions as to who should 
present the note for collection, whether 
it should be the president or the cashier 
of the Bank of Walnut, or some attor— 
ney or other person residing at Walnut, 
The plaintiff in error was at perfect lib- 
erty to select any person it might choose 
to present the note at the bank and de- 
mand payment thereof. It could have 
selected the presideut or the cashier or 
any other person, In fact, it could 
have selected the defendant in error if 
ithad so desired. He lived close to 
Walnut, and could have presented it 
with but little trouble. The plaintiff in 
error voluntarily selected the president 
of the Bank of Walnut to represent it, 
and to act as its agent in presenting the 
note, and demanding payment at the 
place where it was payable, and in re- 


ceiving the payment thereof, and is 
responsible to the defendant in error 
tor the amount so collected. The de- 
fendant in error made the plaintiff in 
error his agent to collect the note, and 
it nowhere appears that he authorized it 
to select any other agent forhim, Inthe 
case of Cummins v. Heald, 24 Kan. 600, 
the supreme court held that Cummins 
was civilly liable for the embezzlement 
of his agent in a case similar to this. 
The main difference is Cummins was 
both a banker and an attorney at law, 
and the jury found specially that he re- 
ceived the notes as an attorney at law 
for collection, In that case it was held 
that, where an attorney at law takes a 
note ‘‘for collection,” he undertakes 
thereby to collect, not merely to remit 
for collection to some responsible attor— 
ney. If the same state of facts exist,we 
apprehend a banker would be liable the 
same as an attorney at law, In the case 
of Bank of Lindsborg v. Ober, 31 Kan. 
599, 3 Pac. 324, the court found that the 
defendants in error delivered a note to 
the First National Bank of Salina for 
collection, with the understanding that 
it would be by them forwarded to the 
Bank of Lindsborg for collection. The 
supreme court iu that case say that it is 
not necessary to determine whether the 
First National Bank of Salina is liable 
or not, as that question is not before 
the court, It does, however, hold 
that by making the Bank of Linds- 
borg their agent for the collection 
of such note, the Bank of Lindsborg 
becomes liable to them for any negli- 
gence in collecting said note. We think 
the decision in that case in harmony 
with this one; i.e., the agent of the 
owner is liable to the owner for acts of 
subagents selected by the said agent 
upon his own responsibility, In Bank 
v. Ober, the Bank ‘of Lindsborg was the 
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agent of Ober & Hageman, and selected 
McPhail as its subagent. McPhail made 
a mistake. Ober & Hageman recovered 
against Bank of Lindsborg. In the case 
at bar the First National Bank of Girard 
Kan., was the agent of Craig, and se- 


lected J. V. Pierce, president of the 
Bank of Walnut, as its subagent. 
Pierce defaulted. Therefore Craig 
should recover from the First Nationa) 
Bank of Girard, Kan. The judgment 
of the court below is affirmed. All the 
judges concurring. 


BANK OFFICER. 


PERSONAL LIABILITY OF CASHIER FOR LOSSES IN PURCHASING OR DISCOUNTING PAPER 
AND ALLOWING OVERDRAFTS, 


Pryse etal. v. Farmers’ Bank of Beattyville, Court of Appeals of Kentucky, Dec. 20, 18y5. 


1. In an action on a cashier's bond, for losses occasioned by negligent performance of duties, 
the scope of the authority of the cashier is ordinarily a question of law. 

2. In an action by a bank on a cashier’s bond, for losses from discounts and loans made by 
the cashier, wherein the issue was whether defendant had authority to make discounts and loans, 
and there was evidence that the president of the bank, who had authority to do so, directed de- 
fendant to discount the paper in suit, it was error not to charge that in the absence of fraud, or 
notice that the paper was unsafe, on the part of defendant, defendant might follow the direction 
of the president. 

3. Acashier on whom, by continued absence of the directors, has devolved the duty of mak- 
ing loans and discounts, will be liable for losses through overdrafts and discounts made by him, 
only where it appears that he failed to make reasonable inquiry into the financial standing of 
those making the overdrafts, and those whose paper was discounted, and failed to exercise the 
care and discretion which an ordinarily prudent man would exercise in his own business. 

4. The facts that the bond of a cashier, was delivered to, and considered and retained by, the 
directors of a bank, and that the cashier was placed in office, is sufficient to establish the accept- 
ance of the bond, though no acceptance is shown by the minutes of the board. 

5. In an action by a bank on the bond of a cashier for losses from discounts and loans made 
by the defendant without authority, the admission of evidence of an unpaid note of the cashier 
given for his subscription to the capital stock of the bank, and of his compromise of a claim of the 


bank against another bank, was error. 


Action by the Farmers’ Bank of Beat- 
tyville against one Pryse and others, as 
principal and sureties on a cashier's 
bond. From a judgment for plaintiff, 
defendants appeal. Reversed. 


HazeEricG, J. This was a suit ona 
cashier’s bond, and resulted in a judg- 
ment for the bank for some $6,575,from 
which the cashier and _ his sureties have 
appealed. It is not claimed that the 
officer in question abstracted any of the 
funds of the bank, or was pecuniarily 
benefited by the overdrafts allowed or 
discounts and loans made by him, and 
for which it is sought to make him 
liable in this action. The basis of the 
demand against him and his sureties is 
his alleged negligence in purchasing or 


discounting certain paper, and in allow. 
ing overdrafts by certain customers of 
the bank. 

The chief complaint made here is 
against the instructions submitted to 
the jury, by the first one of which the 
jury were told that if the cashier, while 
acting within the scope of his authority, 
discounted and paid for certain paper, 
and that his action in so doing was neg- 
ligent, wrongful, or fraudulent, and re- 
sulted in loss or damage to the bank, 
then they would find for the plaintiff 
such damages as had been so sustained, 
unless the loss could have been pre- 
vented by the diligence of the plaintiff 
in collecting the paper. By the second 
instruction, they were told that if the 
cashier permitted Bullock and others 
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(naming them) to overdraw their ac- 
counts, and loss resulted thereby, they 
should find for plaintiff the amount of 
such loss. By the third, negligence on 
the part of the cashier was defined to 
be a lack of reasonable skill and ordi- 
nary care and diligence in the perform- 
ance of his duties. The fourth provided 
for interest. And the fifth was tothe 
effect that, although a by-law of the 
bank required the cashier to consult the 
directors before discounting paper, yet 
if that body held no meetings for such 
purpose, but absented themselves from 
the performance of their duties, and 
themselves disregarded the by-law, in 
the practical management of the bank, 
then the duty of discounting, etc., de- 
volved on the cashier, and he was not to 
be held responsible for any loss on that 
account, if he exercised such care, dili- 
gence, discretion, and judgment as an 
ordinarily discreet 
would exercise 


and prudent man 
in the management of 
his own business of a like nature. This 
last instruction was framed to meet the 
state of case actually shown to exist by 
the proof of both sides. A large num- 
ber of the directors lived at a great dis- 
tance from the town where the bank 
was located, and no meetings were held 
to give directions or advice to the 
cashier. That officer was left to con- 
duct the business of the bank as best he 
might, with an occasional suggestion 
from the president, 

The first instruction it will be seen, 
left to the jury the question of what was 
“within the scope” of the cashier's 
authority, If, while acting within his 
authority, he negligently, wrongfully, 
or fraudulently discounted the paper in 
question, he was to be held liable. Now 
what is or is not within the scope of the 
authority of a cashier is, at least ordi- 
narily, a matter of law; and, if the jury 


were familiar with the law on that sub- 
ject they knew thai the cashier's author- 
ity generally did not embrace the busi- 
ness of discounting paper, This is a 
matter forthe directory. In the last 
instruction herein, the error of submit- 
ting this question to the jury is at- 
tempted to be cured; and the jury were 
told that this duty devolved on the 
cashier, under certain conditions, and, 
upon showing these conditions to exist, 
the cashier’s right to discount paper 
was recognized and upheld, provided, 
in doing it, he exercised such care and 
discretion as an ordinarily prudent and 
discreet man would exercise in his own 
business. 

But there is still an important feature 
omitted. It is made an issue in the 
pleadings whether or not the discounts 
were made without the direction and 
authority of the directors of the 
bank, the plaintiff itself making the 
want of such direction and authority 
the basis of its suit. Now, while 
itis the theory of the defendants 
themselves that no meetings were held 
by the directors, and hence no express 
direction could have been given, yet the 
cashier testifies that the president di- 
rected him to discount the Ingram 
paper; and it is easily to be inferred 
from the circumstances in evidence that 
the president had authority to control 
the affairs of the bank in this particular, 
If the president did give such direction, 
the cashier might safely follow it. Not 
that he could do a wrongful or even 
negligert act under such direction, or 
even under the direction of the whole 
board; but in the absence of fraud or 
collusion, or any notice that the paper 
was unsafe, he might follow the direc- 
tion or confide in the judgment of his su- 
perior,who was then acting forthe board, 
and the jury should have been so told. 
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Again, the second instruction assumes 
it to have been negligence, in itself, to 
suffer the overdrafts of Bullock and 
others, This is not the law of this case. 
If the directors might have made these 
loans—for that is what the overdrafts 
were—then the cashier might have done 
so, by reason of the conditions already 
alluded to. And that the directors might 
have done so, under an agreement with 
the patrons named, seems well settled, 
While denying such a right to the cashier 
generally, Mr. Morse, in his work on 
Banks and Banking, says: ‘‘Of course, 
however, there is a power in the bank 
to allow overdrafts.” Vol. 1, $358. If 
the cashier is held liable on this account, 
it must be by reason of his failure (1) to 
make reasonable inquiry into the finan- 
cial standing of those making the over- 
drafts; and (2) to exercise the discretion 
required in the fifth instruction; and 
this, we add, is the criterion by which 
the cashier’s conduct is to be judged, in 
all the acts complained of, and to this 
essential point the inquiry should be di- 
rected. 

It is also insisted for the sureties that 
the alleged bond of the cashier was not 
accepted by the directors until after the 
alleged negligence of that officer, and 
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an instruction was offered to the effect 
that a memorandum of acceptance must 
be shown by the minutes of the board 
before the bond can be regarded as a 
valid obligation. The contrary was held 
in Graves v. Bank, 10 Bush. 23, and the 
law on this subject is clearly there laid 
down. It is competent to prove the 
facts connected with the execution and 
delivery of the bond, and its considera- 
tion and retention by the directory. 
From these facts, in connection with the 
induction of the cashier into the office, 
an acceptance may be presumed. 

The testimony relating to thecashier’s 
unpaid note of $500 for subscription to 
the capital stock of the bank, as well as 
that relating to his alleged compromise 
of the claim of the bank against the De- 
posit Bank, was not relevant to the 
causes of action set up in the petition, 
and was calculated to create an impres- 
sion on the mind of the jury of some 
vague, undefined wrongdoing on the 
part of the cashier, not pertinent to the 
issues in the case, While some of it was 
not objected to at the trial, though 
urged here, it is proper to note its in- 
competency. For the reasons indicated 
the judgment is reversed for further 
proceedings consistent with this opinion. 


Computation of Interest on Partial Pay- 


menis—Minnesota, In Betcher v. Hodg- 
man, Nov, 27, 1895, it is held: 

The law for computing interest in 
this state is that contained in the de- 
cision of Chancellor Kent in the case of 
Connecticut v. Jackson, 1 Johns. Ch. 
13, and is as follows: ‘The rule for 
casting interest when partial payments 
have been made is to apply the pay- 
ment in the first place to the discharge 
of the interest then due. If the pay- 
ments exceed the interest, the surplus 


goes towards discharging the principal. 
and the subsequent interest is to be 
computed on the balance of the princi- 
pal remaining due. If the payment be 
less than the interest, the surplus of the 
interest must not be taken to augment 
the principal; but interest continues on 
the former principal until the period 
when payments, taken together, exceed 
the interest due, and then the surplus is 
to be applied towards discharging the 
principal, and interest is to be computed 
on the balance of principal,as aforesaid.” 
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FORGED AND ALTERED PAPER. 


PAYMENT OF RAISED DRAFT—BANK’S RIGHT OF RECOVERY, 


National Park Bank of New York v. Eldred Bank. Supreme court, General Term, First Department. 
ovember 15, 1895, 


A bank which, without negligence, pays money on a raised draft, can recover it back from 
the person to whom it was paid, providing the latter received the money as principal and not as 


collecting agent. 


Action by the National Park Bank of 
New York against the Eldred Bank to 
compel the repayment of a draft which 
had been raised from $8 to $1,800, and 
paid by plaintiff to defendant as princi- 
pal. There was a verdict for plaintiff, 
and defendant moves for a new trial,on 
exceptions ordered to be heard at gen- 
eral term in the first instance. 

Argued before Van Brunt, P. J., 
and O’Brien and Parker, JJ. 


Van Brunt, P. J. Upon the trial of 
this action, the counsel agreed upon the 


following facts: On the 7th of July, 
1885, a person calling himself Frank 
Saxton purchased from the First Na- 
tional Bank of Wallingford, Conn., a 
draft whereby said First National Bank 
of Wallingford requested the plaintiff 
to pay to the order of Saxton the sum 


of eight dollars. The defendant is a 
bank located and carrying on business 
in the town of Eldred, in the State 
of Pennsylvania. On the 15th of July, 
1885, a man who represented himself to 
be Frank Saxton, came to the defend— 
ant’s bank, and presented the draft 
above mentioned, with the request that 
the defendant collect the same for him. 
When the draft was thus presented to 
the defendant, it had been fraudulently 
altered or raised by changing the am- 
ount, both as to words and figures, from 
$8 to $1,800. In all other respects the 
draft was unchanged, and was in the 


same form as originally drawn. The 
defendant received the draft for collec- 
tion, and gave said Saxton a receipt for 
the same. Saxton then indorsed the 
draft in blank, and on the same day the 
defendant indorsed the said draft as 
follows: 


“Pay S. G. Nelson, cashier, or order, for collection 
for account of the Eldred Bank, Eldred, Pa. P. O. 
Heasley, cashier. 

S. G. Nelson was the cashier of the 
Seaboard Bank. The draft was then 
forwarded to the Seaboard Bank, which 
it reached on July 16th. On the follow- 
ing day it was presented by the Sea- 
board Bank to the plaintiff for payment, 
and was paid. On the 18th of July, 
1885, the defendant was informed by 
the Seaboard Bank that the plaintiff had 
paid the sum of $1,800 on said draft, 
and on the 25th of July, 1885, the de- 
fendant paid the sum of $1,800 to Frank 
Saxton, so called, after deducting a 
small fee for collection. On the 15th of 
August, 1885, the plaintiff learned for 
the first time from the First National 
Bank of Wallingford that the draft had 
been altered as to the amount, from $8 
to $1,800, and on the same day, and im- 
mediately upon receiving said informa- 
tion, the plaintiff notified the Seaboard 
Bank and the defendant of the fact, and 
demanded the repayment of the differ- 
ence between $1,800 and $8, the genuine 
amount of said draft, together with in- 
terest. This request was refused, and 
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this action was brought to recover said 
amount, 

It is to be observed that the plaintiff 
brought an action against the Seaboard 
Bank to recover the amount paid upon 
the same draft which is now sued upon 
and was defeated in that action, be- 
cause the Seaboard Bank was merely the 
agent of the Eldred Bank for the pur— 
poses of collection, and that they had 
paid over the proceeds to their principal, 
such agency appearing on the paper it- 
self. 20N. E. 632. Inthe case at bar, 
however, the draft in question was in- 
dorsed absolutely to the Eldred Bank, 
and they directed its collection for their 
account, thereby assuming the place of 
principal as far as the plaintiff was con- 
cerned. Ifthey were acting as collect- 
ing agents only, asthey now claim, such 
agency was not disclosed to the plaintiff 
at the time of the transaction, and it 
had the right to rely upon the responsi- 
bility of the defendant, as owner of the 
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draft, in payment of the same, Such 
being the relation of the parties, the 
distinction between the case at bar and 
that of the present plaintiff against the 
Seaboard Bank seems to be apparent, 
In the case of the Seaboard Bank, as has 
already been observed, the agency was 
disclosed. In the case of the defendant 
it was not. Jn the presentation of the 
draft for collection, the defendant rep- 
resented itself to be the owner of the 
draft, and the payment was made by 
the plaintiff under those circumstances, 
It does not seem to need the citation of 
authorities to show that where money is 
paid upon a raised draft without any 
negligence upon the part of the person 
paying the same, it can be recovered 
back from the party to whom it was 
paid 

The exceptions should be overruled, 
and judgment ordered upon the verdict 
with costs of the court below and of this 
application. All concur. 


DEPOSIT. 


NATURE OF DEPOSIT—GENERAL OR SPECIAL, 


Dearborn v. Washington Savings Bank, supreme court of Washington, December 30, 1895. 


A person deposited money with a bank, taking from ita deposit slip in the form used for 


general depositors. 
bank.” 


Upon such slip were the words, ‘‘Security for signing bond to be held by 
Subsequently the depositor, in order to change the security so that $700 would be avail- 


able for one purpose and $800 for another, drew an ordinary check, which was marked ‘‘Paid,” 
and a certificate of deposit for $800 made out, to be held by the surety, and $700 to secure other 


bondsmen. 
that the deposit was a special one. 
a receiver. 


Appeal from superior court, King 
County; R. Osborn, Judge. 

Action by W.W. Dearborn and others 
against the Washington Savings Bank 
to procure appointment of a receiver 
forsaid bank. C. M. Sheafe was ap- 
pointed receiver, and T P. Watson and 
others petitioned to have a deposit in 
such bank declared a special deposit. 


The first-named certificate was afterwards paid by the bank. 
Held a general deposit, and not a trust tund in the hands of 


The depositor testified 


From an order granting the petition, the 
receiverappeals, Reversed. 


Hoyt, C. J. Substantially the only 
question of fact involved in the decision 
of this cause was as to the nature ofa 
deposit made by the respondent, T. P. 
Watson, in the Washington Savings 
Bank, of which the appellant is now the 
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receiver. The trial court found that this 
deposit was a special one, and that the 
title to the money deposited never passed 
to the bank; that it held it in -trust for 
said Watson, for certain purposes. If 
there is evidence to sustain this find- 
ing, certain important questions of law 
as to the tracing of trust funds must be 
decided. If the evidence does not sus- 
tain such finding, and if, notwithstand- 
ing it, it is here determined that the de- 
posit was a general one, so that the title 
to the money passed to the bank, it will 
not be necessary to decide any of the dis- 
puted questions of law, for the reason 
that it is conceded that if such was the 
nature of the deposit the judgment 
must be reversed, and the petition de- 
nied. It is with reluctance that this 


court interferes with a finding of fact by 
atrial court, but, even in an action at 
law,such a finding will not be allowed to 
stand if the testimony is overwhelming 


uponthe other side; and in a case of 
equitable cognizance, like the one under 
consideration, such finding must be set 
aside if the preponderance of evidence 
is clearly against it. 

It isnot possible in this opinion to go 
atany lengthintothe proofsupon which 
we have come to a conclusion as to the 
nature of this deposit. We must be sat- 
isfied with stating such conclusion. and 
briefly referring to some of the evidence 
which hasinduced it. Substantially the 
only testimony tending to show that the 
money, when deposited, was received 
by the bank as a special deposit, was 
that of the respondent, Watson, and 
upon such testimony the finding of the 
superior court must have been founded; 
for, while it is true that certain other 
Statements and circumstances were re- 
lied upon, they were none of them of 
such a character that they could not 
have consistently existed if the deposit 
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had been a general one. To meet this 
proof there was little positive testimony, 
The president of the bank, with whom 
the business was transacted, was unable 
to state the circumstances connected 
with such deposit; and if there had not 
appeared in the proofs certain papers 
which had been delivered by the bank 
to said respondent, and others signed 
by him and delivered to it, his testi- 
mony would not be so contradicted that 
it should not be given force. These 
papers were, first, a duplicate deposit 
slip, such as it was the custom to use 
when a general deposit was made by a 
customer whose dealings with the bank 
were not expected to be numerous 
enough to justify his having a bank 
book. The fact that the deposit 
was entered by the bank upon this kind 
of a slip would in itself be very strong 
proof that it understood that it wasa 
general deposit, and that, in receiving 
it, it became the debtor of the deposi-— 
tor, and not his trustee. This manner 
of treating the deposit on the part of the 
bank would not have bound the deposi- 
tor, had it not been made known to him. 
But when he received the duplicate slip 
he must be presumed to have known 
what the certifying of the deposit in 
that form would reasonably indicate, 
That this would have been the result of 
the entering of the deposit upon such a 
slip, and the delivery of a duplicate 
thereof to the depositor, without any- 
thing excepting the fact of such deposit 
having been written thereon, is substan- 
tially conceded by the respondents; but 
it is contended that the writing upon 
said slip of the words, ‘‘Security for 
signing bond to be held by bank,” 
showed that the deposit was not to be 
treated as an ordinary general deposit. 
But to our mind these words written 
upon said slip should be given little or 
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no force, in determining whether by the 
deposit the bank became the debtor or 
the trustee of the depositor, The only 
thing that the words indicated was that, 
whatever the relation between the depos- 
itor and thebank on account of the depos- 
it, such relation had been assumed for the 
purpose of securing a surety upon a 
bond, and should be continued until 
such surety should be released from lia- 
bility. 

If there were nothing else in the case 
to affect the testimony of said respond- 
ent, it would none too well warrant the 
finding of the trial court founded there- 
on. Public policy would not allow, 
upon any but satisfactory proof, one 
depositor to secure a preference over 
another by reason of the alleged fact 
that his money had been wrongfully used 
by the bank. But this testimony is not 
only further affected, but, in our opin- 
ion, entirely overcome, by the fact that 
subsequent to the making of such de- 
posit said respondent, desiring to change 
the security so that $700 of it would be 
available for one purpuse, and $800 for 
another, drew acheck, payable to certi- 
ficate of deposit, such as would be 
necessary to draw out funds on general 
deposit with the bank. This check was 
presented to the bank, and marked 
‘*Paid,” and a certificate of deposit for 
$800 made out, to be held by the surety, 
and another, for $700, to secure another 
set of bondsmen. After this the first- 
named certificate of deposit was sur- 
rendered to said respondent by the 
surety in the first bond, and, upon in- 
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dorsement by him, paid by the bank. 
The money represented by the other 
certificate is that which is involved in 
this action. All of these papers were 
such as would have been required in the 
transaction of the business if the de- 
posit was a general one, and none of 
them would have been required had the 
deposit been a special one; and, if they 
are to have their legal effect, they con- 
clusively establish the fact that the de- 
posit was general, and not special, The 
only way in which their force is sought 
to be met is by the general statement by 
said respondent that he did not under- 
stand their force and effect when he re- 
ceived or signed and delivered them; 
that all he supposed he was doing was, 
in one instance, getting a receipt for his 
money, and, in the other, giving his own 
receipt therefor. But in the absence of 
any proof of fraud on the part of the 
bank, in inducing him to receive or ex- 
ecute and deliver these papers, or any 
testimony tending to prove that their 
contents or effect was in any manner 
misrepresented to him by any person, 
their force and effect were not overcome 
by such proof. In our opinion, a clear 
preponderance of evidence was in sup- 
port of the claim that the deposit was a 
generalone, This being so, the money 
did not come to the hand of the re- 
ceiver as atrust fund, The judgment 
must be reversed and the cause re- 
manded, with instruction to deny the 
petition. 


Scott and Dunsar, JJ., concur. 
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LEGAL DECISIONS. 


BANKER’S DRAFTS. 


DRAFT BY CHICAGO BANKER UPON NEW YORK CORRESPONDENT—LEGAL EFFECT GOV— 
ERNED BY LAW OF NEW YORK—NO ASSIGNMENT OF FUND. 


Abt v. American Trust and Savings Bank, Assignee. Supreme Court, Illinois, January 20, 1896. 


1. Drafts or checks drawn in Chicago upon a bank in New York do not transfer the fund of 
the drawer in such bank in favor of the holder. While such is the rule in Illinois, it is notthe law 
of New York. 

2. In this case Chicago bankers drew their drafts on a New York bank in favor of Abt, and 
thereupon failed before the drafts were presented. Thé bank retused payment after notice of the 
insolvency of the drawer, but, in the course of the insolvency proceedings, the larger portion of 
the fund then in the hands of the drawee came back to the assignee administering the estate in II- 
linois. Held that, notwithstanding this latter fact, it must be presumed that the parties contracted 
with reference to the laws of the state where the contract was to be performed, rather than the 


laws of the State where the contract was made. 


3. It also appeared that sixty-two drafts drawn prior to those of appellant were dishonored by 


the New York bank, but no proceedings were taken by the drawees in reference thereto. 


The 


court declined to decide whether the drawing of the sixty-two drafts would defeat the petition of 


appellant, independent of any other question. 


Case heard in county court of Cook 
county, upon petition of Abt, et al., 
the Hon. Frank Scales presiding, Or- 
der affirmed in the appellate court, 57 


Ill. App. 369. 


CarTER, J, This was a petition in 
the county court of Cook county, filed 
by appellant for an order to compel the 
American Trust and Savings Bank, as— 
signee, for the benefit of creditors, of 
the insolvent banking firm of Herman 
Schaffner & Co., to pay to petitioners 
the amount of eight certain drafts which 
they had bought of Schaffner & Co, and 
which the latter had drawn on the Am- 
erican Exchange National Bank of New 
York in favor of petitioners. 

The petitioners forwarded the drafts 
to various persons in due course of busi- 
ness, but before they were presented to 
the drawee for payment, Schaffner & 
Co. failed and made a voluntary as- 
signment to appellee for the benefit of 
their creditors and, the drawee having 
notice thereof, refused payment. The 
total amount of the eight drafts was $2, - 
799.77 and the total amount of funds of 
the drawer on deposit with the drawee 


was then $1,866.62, but the amount of 
this deposit was increased to $5,907.75 
by collections made subsequently to the 
assignment, Payment of the drafts hav— 
ing been refused they were returned to 
the petitioners who were compelled to 
make payment themselves. 

It was also admitted on the trial that 
prior to the drawing of the eight drafts 
in favor of appellants, the drawers had 
drawn sixty-two other drafts in favor of 
various parties, aggregating $3,293.93, 
on the same drawee, and which were 
presented for payment and payment re- 
fused before any of said eight drafts. 
were presented, but that so far no one 
had appeared toclaim any preference on 
account of any such prior drafts. It is 
not of course denied that petitioners 
are creditors of the insolvent firm, and 
entitled to share with the other credit- 
ors in the assets of the estate, but peti- 
tioners insist that by drawing in their 
favor the drafts on the bank in New 
York, Schaffner & Co, assigned to them 
the funds so on deposit in the New York 
bank; in other words, set apart and ap- 
propriated said funds toward the pay- 
ment of said drafts, and that the payees 
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thereupon became entitled to it, and 
that it is the duty of the assignee to pay 
the same to the petitioners. It is set- 
tled law in this state that a check drawn 
for value by a depositor on a bank op- 
erates as an assignment pro tanto of the 
funds of the depositor on deposit in such 
bank in favor of the holder of the check. 
Brown v. Leckie et al, 43 Ill. 497; 
Union National Bank v. Oceana County 
Bank, 80 id. 212; Bank of America v, 
Indiana Banking Co. 114 id. 483. 

But it was admitted on the trial and 
the decisions of the courts of New York 
show that the rule is otherwise in that 
State. Attorney General v. Continent— 
al Life Insurance Company, 71 N. Y. 
325; Aetna National Bank v. Fourth 
National Bank, 46 id. 82; People v. 
Merchants & M. Bank, 78 id. 269; First 
National Bank v, Clark, 134 id. 368. 

The assignee whio is appellee here con- 
tends, that as the funds on which the 
drafts were drawn were in New York in 
the hands of the drawee there, the con- 
tract was to be performed in that state 
and must be governed by its laws, and 
that by such laws there was no assign- 
ment or transfer of the funds to the 
holder of the drafts, and therefore that 
appellant did not, upon taking up such 
drafts have any more right to such 
funds than the other creditors of the in- 
solvent firm. In support of this con- 
tention Bank of America v. Indiana 
Banking Co, 114 Ill. 483, is cited. In 
that case it was held that a check drawn 
in Indiana on a bank in Illinois, would 
operate to transfer the fund, on the 
ground that the law of the place where 
the contract was to be performed must 
govern, the law of Indiana being as in 
New York that checks do not operate to 
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assign the deposit or a sufficient part 
thereof to pay them. 

It is, however, insisted by appellants 
that as this is not a proceeding against 
the New York bank, but against the as- 
signee to compel delivery to them of 
such funds in the hands of the assignee 
in this state, the laws of New York have 
no application. The case is doubtful 
on thefacts. But be that as it may we 
are of the opinion that the law is against 
the appellants. The drafts though drawn 
in this state were drawn on the New 
York bank and were payable there. The 
contract was to be performed in New 
York and it must be presumed that 
upon a question of this character the 
parties contracted with reference to the 
laws of the state where the contract 
was to be performed, rather than with 
reference to the laws of the state where 
the contract was made. Mason Vv. 
Dousay, 35 Ill. 424; Lewis v. Headley, 
36 id. 433. Adams v. Robertson, 37 id. 
45; Roundtree v. Baker, 52 id. 241; 
Davenport v, Karnes, 70 id. 465; Evans 
v. Anderson, 78 id. 558. 

Such being the law and such being 
the contract, we do not think that the 
payment of the funds by the New York 
bank to the assignee in this state, even 
if the facts showed such payment, would 
give appellaut any right to the funds 
which he did not have before such pay- 
ment. As to whether or not the sixty- 
two drafts drawn prior to those of ap- 
pellants would of themselves defeat the 
position of appellants it is unnecessary 
toconsider. We are satisfied that the 
case was correctly decided in the courts 
below, and the judgment of the appel- 
late court will be affirmed, 

Judgment affirmed. 





LEGAL DECISIONS. 


NOTES OF RECENT BANKING CASES, 


Basis of dividend to secured creditor, 
from insolvent estate—Iilinois, \t will 
often happen that the debtor of one 
whose demard is secured by collateral, 
will make a bad failure, and that the 
proceeds of collateral, alone, are insuffi- 
cient to satisfy the debt. In such cases 
it is a question of dollars and cents to 
the creditor whether he can, in the dis- 
tribution of the insolvent’s estate, re- 
ceive dividends upon the entire amount 
of his claim, holding the amount re- 
ceived from the collaterals aloof, in 
which event he may come out pretty 
near whole; or whether he will be ob- 
liged to deduct the proceeds of collater- 
als received from his claim, and is en- 
titled to dividend on the balance only. 

The supreme court of Illinois in Levy 
v. Chicago National Bank (Oct. 1895) 
have rendered a decision upon this 
question, which will interest the bank- 
ers of the state, and especially those in 
Chicago, where large loans upon collat- 
eral security are made. The insolvent 
estate involved was that of Herman 
Schaffner & Co., the private bankers. 
They were indebted to the Chicago 
National Bank in the sum of $100,000, 
Their assets were such that up to the 
present time, a ten per cent. dividend 
has been declared and the prospects for 
more than five per cent. additional divi- 
dend areexceedingly slight. The bank 
held as collateral security, promissory 
notes of Schaffner’s customers, owned 
by the insolvents, and pledged under a 
collateral contract. 
ber 9, 1893, the day on which the Chi- 
cago bank filed its claim against the 
estate, it had collected upon the collat- 


Prior to Septem- 


erals $66,012.88, On September 9 (but 
whether before or after the filing of 
claim did not appear) it collected $5,— 
ooo; and at the time of the hearing in 
the county court, it had collected in all, 
$90, c00. 38. 

The Chicago National Bank sought 
to participate in the ten per cent. divi- 
dend on the basis of its claim as it 
stood at the time of assignment, $i00,- 
coo. This was allowed by the county 
court, and affirmed by the appellate 
court, but is reversed by the supreme 
court. The result to the creditor, upon 
that basis, it is seen, would have 
brought it out whole. The supreme 
court, however, establishes the follow. 
ing principles to govern such cases: 


Where a creditor holding collateral 
security files his claim in the county 
court against the estate of an insolvent 
who has made an assignment, or in the 
probate court against the estate of a de- 
ceased inso:vent debtor, he should cred- 
it upon his claim such payments as have 
been received by him upon his collater— 
als up to the time of the filing proof of 
his claims. The amount upon which 
the secured creditor is entitled to re— 
ceive dividends from the assets of the 
insolvent estate is the amount actually 
due to the creditor when he files his 
proof of claim or presents his claim un- 
der oath, The subsequent hearing upon 
objections or exceptions should be di- 
rected to the inqu'ry as to what was due 
at that date. The amount due at that 
date is to be ascertained by the deduc- 
tion from the principal debt of all pay— 
ments made before that date, whether 
realized from collaterals or otherwise, 
but amounts realized from collaterals 
after that date are not to be deducted, 
subject always to the qualification that 
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the dividends received from the general 
assets and the amounts realized from 
the collateral security shall not to- 
gether exceed the amount due thecred- 
itor upon his claim. 


From this it will be seen that the date 
of filing of claim is an important period 
of time to the creditor of an insolvent 
holding collateral, Whatever he col- 
lects before that date, constitutes a re- 
duction of his claim as a basis for divi- 
dends; but whatever he collects after 
that date, has no effect upun the am- 
ount of his dividends. As a result, it 
would seem to follow that, wherever 
dividend upon as large a portion as pos- 
sible of the original claim, unreduced by 
collateral payments, is a matter of sub- 
stantial advantage to the creditor, he 
will work to that end by (1) filing his 
claim at the earliest possible date, and 
{2) delaying wherever possible, the col- 
lection of collaterals until after that 
event. 

In the case before the court, it so 
happened that $5,000 was collected on 
the very day of filing the claim. The re- 
ceiver claimed that this should be de- 
ducted from the claim, but the court 
held that the receiver, being the party 
objecting to the claim as filed, had the 
burden of proof to show what payments 
were made, and that where a case turns 
upon the question as to which of two 
things was done first, the party having 
the burden of proof fails in merely show- 
ing that both were done on the same 
day. 

The result to the Chicago National 
Bank, therefore, was that the $66,000 
collected on collaterals prior to filing its 
claim were deducted (but not the $5,- 
coo collected the date of filing, or the 
amounts subsequently collected) from 
the amount of the original claim, $100,- 
ooo, and the balance, $34,000 fixed as 
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the amount of the claim upon which its 
right to dividends was based. 


National Bank—Contract to Furnish In- 
surance— Ultra Vires. In Dresser v. 
Traders’ National Bank, supreme court 
of Massachusetts, January 3, 1896, the 
plaintiff made a contract with the de- 
fendant, on aday named, whereby he 
was to furnish the defendant with a 
certain customer, in consideration of 
which, and of the advantage and profit 
thereby to accrue to the defendant, it 
agreed to turn over to him $100,000 
worth of fire insurance, to wit $70,000 
on stocks of goods, and $ 0,000 on 
mill properties, which business would 
be of great profit to the plaintiff. The 
deciaration alleges a performance on the 
plaintiff's part, and a breach on the 
part of the defendant. The defendant 
demurs to the writ and declaration on 
the ground that being a national bank- 
ing corporation, organized under the 
laws of the United States, it possesses 
only the powers conferred by Rev. St, 
U. S. sec, 5136, and that the contract 
alleged is beyond the defendant’s power 
tomake. This demurrer was overruled 
by the superior court but is sustained 
by the supreme court who holds: 

t. Under Rev. St. U. S. sec. 5136, cls. 
3, 7, empowering a national bank to 
make contracts, and to exercise all pow- 
ers necessary to carry on the banking 
business, an agreement by a national 
bank to procure a person applications 
for insurance, if he would procure for it 
a customer, is ultra vires. 

2. In an action for breach of such 
contract, the bank may set up the de- 
fense of ultra vires. 


National Bank Receiving Usurious In- 
terest—Kansas. In First Nat. Bank of 
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Newton v. Turner, court of appeals of 
Kansas, Southern Department, C, D., 
Dec. 7, 1895, the following is decided: 

1. Section 5197 of the Revised Stat- 
utes of the United States provides that 
anational banking association cannot 
charge a greater rate of interest than is 
allowed by the laws of the state in which 
the bank is located ; and section 5198 pro- 
vides that taking,receiving, reserving, or 
charging a greater rate shall be deemed 
a forfeiture of the entire interest, and, 
if such interest has been paid, the person 
so paying may recover back twice the 
interest so paid. 

2. Under said sections a note contain- 
ing usurious interest bears no interest, 
and the bank is entitled to the principal 
debt only. A renewal note containing 
such usurious interest is also usurious, 
A payment upon any such note is a pay- 
ment upon the principal debt, which the 
maker owes, and not upon the interest, 
which is forfeited. When the principal 
debt is paid the balance of the payment 
is usury, and thestatute of limitations 
does not begin to run upon such usury 
untilsuch payment of usury. 

3. In anaction to recover a penalty 
for charging and receiving usurious in— 
terest, no demand is necessary. 

4. Inthe absence of a statutory pro- 
vision, no interest can be recovered 
upon a penalty prior to its being merged 
into a judgment. 


National Bank receiving usurious inter— 
est— Nebraska. Following are the points 
of decision in Norfolk Nationa! Bank v. 
Schwenk, supreme court of Nebraska, 
Nov. 19,1895: 

1. An action against a national bank 
to recover the penalty provided in sec- 
tion 5198 of the Revised Statutes of the 
United States for knowingly taking and 
receiving usurious interest must be 
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brought in two years from the time the 
usurious transaction occurred. 

2. Following the decisions of the su- 
preme court of the United States, it 
was held that usurious interest paid a 
national bank on a note cannot be ap- 
plied by way of set-off of payment 
against the principal sum due in any 
suit by the bank upon such note. 

3. Where a national bank knowingly 
charges usurious interest upon a loan of 
money which is included in the note, in 
an action to enforce the contract, the 
entire interest is forfeited. Where il- 
legal interest has been paid to a national 
bank, the borrower may recover double 
the amount of interest actually paid, if 
the action is brought within two years 
after such payment is made, 


Authority of National Bank to Purchase 
Note— South Dakota, In First National 


Bank of Pierre v. Smith, Nov. 9, 1895, 


the payee of a note indorsed it ‘‘without 
recourse’ to the bank. The maker 
maintained that a national bank cannot 
become the owner of commercial paper 
by purchase; that the attempted pur- 
chase was u/tra vires and void, and con- 
sequently the bank acquired no title or 
ownership upon which it could maintain 
an action against the maker. The court 
holds that want of authority in a na- 
tional bank to purchase a negotiable 
note cannot be used by the maker of 
the note as a defense in an action upon 
it. Such want of authority can only be 
taken advantage of by the United 
States. 


Trust Company as Executor—Minnesota, 
In St. Paul Trust Co. v. Kittson, su- 
preme court of Minnesota, Nov. 15, 
1895, the following are the points of de- 
cision: 


1. The executor in this case used a 
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part of the trust fund coming to its pos- 
session as executor in its own private 
business of loan and trust company, but 
kept no separate accounts of the invest- 
ments made from the trust fund, or of 
the interest or profits received or made 
by reason of such use. Held, that it 
was properly charged, upon a settlement 
of its accounts as executor, with interest 
on so much of the trust fund so used by 
it at the rate of 7 per cent. per anuum. 

2. Where a trust company has charge 
of several trust funds belonging to 
separate estates or parties, and has used 
in its own business a part of such funds, 
and its cash balance kept on hand is 
made up of money belonging toall of the 
trust funds commingled, for the pur- 
pose of ascertaining how much money 
belonging to any particular estate it has 
so used, only the proportionate part of 
its cash on hand which belongs to such 
estace can be deducted from the cash 
balance due to such estate. 

3. Evidence considered, and held, 
that the trial court was justified in ap- 
proving an investment by the executor 
in certain bank certificates of deposit, 
originally payable to it as an individual, 
and afterwards renewed and indorsed 
to it as executor, as an investment for 
the estate, and in disapproving as such 
an investment certain certificates of de- 
posit issued by the executor as a trust 
company to itself as executor. 

4. Itis only when an executor has 
been guilty of willful default, miscon- 
duct, or gross negligence in the manage- 
ment of the trust estate, whereby it has 
suffered loss, that compensation to 
which he would otherwise be entitled 
can be denied to him. Held, that the 
executor in this case was not guilty of 
such default, misconduct, or neglect, 
and it was properly allowed compensa- 
tion for its services. 
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Collection of Non Negotiable Note— 
Texas, In Burke v. Ward, court of civil 
appeals of Texas, Nov. 26, 1895, it is 
held: 

1. Under Sayles’ Civ. St, art. 267, 
providing that, in order to hold the as- 
signor of a non-negotiable note liable, 
as surety, for the payment thereof, the 
assignee shall use due diligence to col- 
lect the same, suit must be brought at 
the first term of court after the maturity 
of the note, in the absence of cause 
shown for the delay. 

2. Asthelaw of protest, under Sayles’ 
Civ. St. art. 273, applies only to nego- 
tiable instruments, a waiver of protest 
by the assignor of a non negotiable 
note is not a waiver of any right. 

3. Parol testimony will not be received 
to show that the words ‘‘Protest 
waived” were intended to waive ‘‘due 
diligence” in the collection of the 
note. 


Liability of Surety—Conditional Signa- 
ture—INebraska. In German Nat, Bank 
of Beatrice v. Brumback, supreme court 
of Nebraska, Dec. 7, 1895, it is held 
that when a note is signed by the prin— 
cipal and four sureties, an agreement 
between the principal and such sureties 
that it is not to be delivered to the 
payee until a certain other person signs 
as surety, which condition is not com- 
plied with, constitutes no defense, un- 
less the payee had notice or knowledge 
of the agreement at the time of the de- 
livery, or of facts which should have in- 
duced inquiry. 


South Dakota Banks—Restraining Col- 
lection of Tax. In Northwestern Loan 
and Banking Co v. Muggli, Treasurer, 
supreme court of South Dakota, Oct. 
12, 1895, it is held that the shares of 
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stock of an incorporated banking asso- 
ciation being, as provided by chapter 14, 
Laws 1891, assessed against the indi- 
vidual owners thereof, and the tax ex— 
tended thereon being against and pay- 
able by such individual shareholders, 
and not by the bank, such bank cannot, 
in its own name, and for itself, main— 
tain an action to restrain the collection 
of such tax from the individual stock 
owners, 

Upon a re-hearing, the court, Dec. 
31, 1895, affirmed the above; and further 
held: 

Such action cannot be maintained by 
the bank on the ground of avoidance of 
a multiplicity of suits, upon a complaint 
which does not show facts which would 
or might expose the bank to such suits. 


Letter of Authority to Draw—Liability 
of Drawee. In Posey v. Denver Na- 
tional Bank, court of appeals of Color- 
ado, November 11, 1895, the bank sued 
Posey upon a draft for $500, drawn by 
Dunham on Posey, which it had cashed 
on the faith of the following letter, ex— 
hibited by Dunham, which draft Posey 
refused to honor: 

“Whitewater, Wis.. October 31, 1892. Dear Dun- 
ham: On my return from the lake to day, where I 
have been shooting, I found your letter of the 27th. 
You have, no doubt, gone before this time; hence I 
write you, instead of wiring, asrequested. Of course 
I could raise a small amount of money on short notice, 
but am using my banks for all they will stand, but if 
you are still there and need the money yet, you can 
make draft on me for $500 and I will pay it. Iam very 
sorry indeed that you have been placed in such an 
embarrassing position, and ordinarily I could help you 
out, but to-day am really hard up myself. I am strug- 
ling to raise $50,000 for the smelter, that has come on 


me unexpectedly. 
Yours truly, O. P. Posey.” 


Held: 1, The writer of the letter is 
liable to the bank which cashed the 
draft, although the draft was drawn in 


a city other than that to which the letter 
was addressed,and the fetter was written 
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in reply to one from the addressee ask- 
ing for funds to enable him to leave the 
city to which the letter was addressed ; 
the bank having no notice of the pur- 
pose for which the money was to be 
used or the city to which the letter was 
addressed. 

2. It isimmaterial that the letter was 
dated October 31st and the draft cashed 
November 17th. 

3. It isalso immaterial that the bank 
knew that the addressee had recently 
reached the city at which the draft was 
cashed. 


Replevin by Bank—Defective Affidavit 
by Cashier —Nebraska. In Commercial 
State Bank v, Ketcham, supreme court 
of Nebraska, Dec. 7, 1895, the bank 
commenced an action of replevin, and 
the affidavit filed to procure the issuance 
of the writ was as follows: 


“R. G. Smith, cashier of the Commercial State Bank 
of Crawford (a Nebraska eorporation), being duly 
sworn, deposes and says that he has special owner- 
ship,and is entitled to the immediate possession, of 
the following described gowds and chattels, to wit: 
(Following with a description of the property and 
other necessary averments.) 


Held: When, in an action of replevin 
instituted by a corporation or partner- 
ship, the affidavit is made by some per— 


son for the corporation or partnership, 


it must, in its averments, refer to the 
rights and claims of the corporation or 
firm, and not those of the affiant, and 
if, in each necessary allegation it refers 
to the claims of the affiant, the affidavit 
will be treated as in favor of the affiant 
individually, and insufficient to author— 
ize the issuance of an order of delivery 
in favor of the corporation or firm; and 
where such writ was issued, and is at- 
tacked by motion to quash, on the 
ground of insufficiency of the affidavit, 
such affidavit may not be amended, so as 
to make it one in favor of the corpora— 
tion or partnership. 





If2 


Deposit in Bank of Proceeds of Mort- 
gaged Chattels—Application to debt of de- 
positor— Notice of ownership by third party. 

Following is the subject of the de- 
cision by the supreme court of Wyoming, 
rendered Dec. 6, 1895, in the case of 
Rock Springs Nat, Bank v, Duman, re- 
versing the former decision in the same 
case: 

1. In an action by a mortgagee of 
chattels to hold a bank for proceeds of 
the mortgaged property deposited in 
the form of adraft by the mortgagor 
(cashier of the bank) to his account, and 
applied by the bank to the debt of the 
mortgagor to it, the admissions of 
declarations of the mortgagor made 
after such application, while cashier of 
the bank, that the application by the 
bank was without his consent, and 
that he had sent the draft to the bank 
in good faith, that the mortgagee should 
have the money, is harmless error; the 
mortgagor having testified to the same 
effect, and the evidence being im- 
material, the question being whether 
the bank had notice of the mortgagee’s 
rights. 38 Pac. 678, reversed. 

2. It was also harmless error to re- 
ject testimony of the bank’s vice-presi- 
dent that while the mortgagor was away 
selling the mortgaged property, and at 
the time he sent the draft, he was re- 
ceiving no compensation from the bank; 
the mortgagor having testified that dur- 


ing such period he was not acting as 
cashier or receiving compensation, and 
it being immaterial whether he was re- 
ceiving compensation, the bank being 
in no case charged with his knowledge 
of the source of funds which he sent to 
it to deposit to his own account. 38 
Pac. 678, reversed. 

3. It not being affirmatively shown 
that the court, in a case tried without a 
jury, adopted the theory that a bank 
had notice because of the knowledge of 
its cashier, acquired outside of his 


THE BANKING LAW JOURNAL. 


duties, in the management of his private 
affairs, and there being sufficient evi- 
dence to authorize a finding that the 
bank had notice otherwise, it will be 
presumed that it did not adopt such er- 
roneous theory; and rulings on evidence, 
harmless if such theory was not adopted, 
will not be held error. 38 Pac. 678, re- 
versed. 

4. The owner of sheep, who had 
bought them of plaintiff, and secured 
the price by a chattel mortgage there- 
on, recorded in the county where de- 
fendant bank was doing business, which 
as authorized by statute, allowed the 
mortgagor tosell, and provided that the 
proceeds of any sale thereof should be 
paid tothe mortgagee (which the stat- 
ute declares shall be done in the absence 
of provisions to the contrary), took part 
of them to market out of the state; 
there, with the proceeds of the sale, ob- 
tained a draft from one bank on another 
at the same point; and, from a point on 
the way home, forwarded it to the bank, 
to place to his credit, which it did, and 
then applied part of it on his prior debt 
to it. Some of it, too, at his direction, 
was applied by the bank on his debt to 
athird person. Held, that there being 
evidence that the president of the bank 
knew that such owner purchased the 
sheep from plaintiff; that some months 
after the purchase he was in debt on ac- 
count of them; that outside of them he 


had means less than the amount of the 
draft; and that he had gone to market 
with the sheep,—the bank would be 
charged with notice that the draft was 
the proceeds of the sheep, and of plain- 
tiff’s interest therein as mortgagee, and, 
though not liable for that part of the 
proceeds applied on the debt of the 
third person, was liable to plaintiff for 
the part applied on its own debt. 38 
Pac. 678, reversed. 


Conaway, J., dissenting. 
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THE NEW YORK MINING EXCHANGE. 


There is probably no country in the 
world that possesses as vast an amount 
of wealth of the precious metals as the 
United States. Of the $395,370,200 
of gold and silver mined during 1894 in 
all countries of the world, $103,500,000 
was derived from the mines of the 


agency which, standing between capital 
on the one hand and mining industries 
on the other, and in a position to in- 
vestigate the value and intrinsic merit 
of mining properties and to discrimi- 
nate between the good and the bad, 
would afford to the capitalist a market 








EXCHANGE FLoor (Looking West.) 


United States alone. But great as is 
this showing of developed mineral re- 
sources, the undeveloped resources of 
the country are greater still. In the 
vast mountain regions of the western 
states there lies hidden untold billions 
of valuable ores, awaiting the time 
when by a joint combination of capital 
and labor, it shall be brought forth to 
increase the wealth and prosperity of 
the nation. 

In the City of New York where, as 
the financial metropolis of the nation, 
there exists so large a bulk of the na- 
tion’s surplus wealth in the form of 
Capital seeking investment, there has 
long been felt the need of some factor or 


in which he might safely invest in this 
class of property. Such an agency, it 
is readily seen, would be of almost in- 
calculable benefit both to capital seek- 
ing investment and to legitimate mining 
industries themselves. By affording a 
market for the sale of shares in good 
mining properties, and rejecting such 
as from investigation are not worthy 
of investment, a channel is opened 
by which the capital of the east may 
safely flow to the mines of the west, to 
the benefit alike of both eastern capi- 
talist and western mine owner. The 
capitalist, furnished with something 
that had heretofore been wanting, a 
guide to safe investment, no longer 
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withholds his money, and the value and 
earning capacity of the mining property 
to which it is thus applied is necessarily 
largely enhanced. 

The New York Mining Exchange, re- 
cently incorporated under the laws of 
the State of New York, and which has 
established an Exchange at Nos. 35 
and 37 Broadway, in the City of New 
York, has been organized, and since 
Feb. 20 has been in full operation, 
meeting just such a want as is above 
described, and it stands unique among 


EXCHANGE FLoorR 


the exchanges in that it deals in mining 
stocks exclusively. From its prospectus 
we learn that it aspires to a position 
which has never been filled by any of 
its predecessors in the City of New 
York, and will eventually serve an in- 
ternational use within the scope of its 


business. The incorporators point out 
that the mining business in the United 
States has, much to its prejudice and 
neglect, never received in the east the 
recognition which its importance justi— 
fies, which omission is indisputably due 
to the lack of a proper exchange de- 
voted wholly to dealing in mining se- 
curities. Experience demonstrates that 
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to successfully interest the requisite 
financial aid for the development of the 
mineral resources of a country, an ex- 
change must be established which will 
enable the public at large to invest in 
securities representing interests in prop- 
erties to be developed, and as no ex- 
change in the city devotes itself ex- 
clusively to the mineral interests of the 
country, it is felt that the establishment 
of the mining exchange will meet the 
approbation and hearty support of the 
public. 


(Looking East.) 


The New York Mining Exchange 
promises the exercise ofa jealous watch- 
fulness over its stock lists to exclude 
all but those properties whose titles, 
corporate organizations, operations, 
dealings and business methods will sus- 
tain the closest scrutiny; and to prune 
from its lists, periodically, ali such 
properties as do not maintain such a 
standing as entitle them to be called 
upon its lists. Thesecurities are classi- 
fied upon the lists of the Exchange as 
follows: 

A. Securities of those properties which 
pay regular dividends out of actual net 
earnings. 
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B. Securities of properties which pay 
occasional dividends out of actual net 
earnings, and‘of properties which are 
developed to a point which affords a 
reasonable prospect of the early pay- 
ment of dividends. 


IsHAM B, PorTER, 
President N, Y. Mining Exchange. 


C. Securities representing ‘‘pros— 
pects’ upon which actual development 
work has been done. 

No securities will be listed upon the 
exchange until after the properties 
represented by them have been reported 
upon by expert and disinterested en- 
gineers. It will be the endeavor of the 


exchange to list such securities as will 
promote the development of the mineral 
resources of the country, and by this 
means lead capital to invest confidently 


In order to 
protect investors the exchange will es- 


in this class of securities. 
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tablish a transfer department,which will 
embrace the registration of stocks, when 
desired, and a bureau of information 
upon all matter, affecting not only the 
securities listed upon the exchange, but 
also other mines and securities. A clear- 
ing department has been established in 
the exchange to facilitate the transfer of 
securities, 

The New York Mining Exchange was 
opened by appropriate dedicatory cere— 
monies on Wednesday, Feb. 19, at which 
there were present a large number of 
delegates from the western exchanges, 
and addresses were made by Isham B. 
Porter, the president of the Exchange; 
Judge A, W. Rucker, of Denver, Col. ; 
Judge J, W. Deane, of Aspen, Col.; 
Judge E, F. Colborn, of Salt Lake City, 
and H. A. Mott, LL.D., the well-known 
expert in mineralogy who is the consult- 
ing engineer of the Exchange. In his 
opening address, Mr. Porter emphas- 
ized the fact that the Exchange stood 
for honesty and fair dealing, and that 
the greatest caution had been observed 
by its officers in keeping from its list all 
doubtful securities. No illegitimate 
transactions on the part of any of its 
members would be countenanced, but 
rigid requirements of fair and honorable 
dealing would be maintained. The first 
sales were made upon the following day, 
and the following figures of the total 
amount of sales upon the first days of 
the history of the new exchange, augur 
well for a long, honorable and prosper- 
ous future: 

February 20, 100,000 shares. 
February 21, 300,000 shares. 
February 24, 100,000 shares, 


The following list of the officers and 
directors of the Exchange indicate the 
high character of men behind it: 

Isham B. Porter, president. 

W. Leslie Scrymser, vice-president. 
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Edwin A. Beers, treasurer, 

Ogden P. Pell, secretary. 

Directors to serve three years: Isham 
B. Porter, Edwin A. Beers, Lester C. 
French, To serve two years: Henry A. 
Mott, LL.D., James H. Kerr, W. Leslie 
Scrymser. To serve one year: George 
V. Sims, E. H. Williams, R. Wilmarth 
Appleton. 


Isham B. Porter, president of the New 
York Mining Exchange, is a native of 
Missouri, where he was born in 1845. 
He attended Mount Pleasant College, 
at Huntsville, Mo., and afterwards 
studied law and practiced in Huntsville 
fora number of years. In 1875 Mr. 
Porter removed to Helena, Montana, 
where he engaged in the practice of 
law and became interested in mining 
operations. In the year 1883 he went to 
Denver, Col., where he was engaged in 
dealing in real estate until 1888, when he 
organized the American National Bank 
of Denver with a million dollars capital, 
and was its president for three years, 
Since that time Mr. Porter has devoted 
himself to private interests. While in 
Denver Mr. Porter was president of the 
Denver Board of Trade and Chamber 
of Commerce. He is a man of quick 
and correct judgment, and firm in 
opinions once formed. 


W. L. Scrymser, vice president of 
the New York Mining Exchange, was 
born in Brooklyn, N. Y., in the year 
1854. He received a common school 
education, and first started in business 
in (869 with Charles Pratt, in New 
York, on Fulton street opposite the Old 
Dutch Reformed Church. He remained 
with Mr, Pratt until the latter’s in- 
terests were consolidated with the 
Standard Oil Company, and he has 
been with that Company ever since. 
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Mr. Scrymser is at present the assistant 
manager of the department of refineries 
of the Standard Oil Company. He has 
large mining interests in Idaho, and by 
reason of these interests became asso- 
ciated with the project of establishing 


EpwIn A. BEERS, 
Treasurer N. Y. Mining Exchange. 


the New York Mining Exchange, being 
a member and director of the Exchange, 
and filling the office of vice-president, 
Mr. Scrymser possesses the faculty of 
making friends and is a good judge of 


character. He has a remarkably reten- 
tive memory and keen perception. 


Edwin A. Beers, treasurer of the New 
York Mining Exchange, was born on 
the 6th of July, 1847, in Newtown, Fair- 
field county, Connecticut. He is aman 
in the prime of life, of great energy, 
perseverance, tact and executive ability. 
He possesses magnetic power, is of a 
genial disposition and popular among 
a large circle of acquaintances. Mr. 
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Beers was one of the prime movers in 
organizing the New York Mining Ex- 
change and has unbounded faith in the 
enterprise, believing that it will meet a 
recognized want for all legitimate min- 


ing business, He has large interests in 


OGDEN P. PELL, 
Secretary N. Y. Mining Exchange. 


mines located in Colorado, Idaho and 
California. In all his business career, 


Mr. Beers has never failed to bring 
successful results out of his vast busi- 
ness enterprises. 


Ogden Philip Pell, secretary of the 
New York Mining Exchange, was born 
in the year 1835 in Pelham, Westches- 
ter county, New York. The Pells were 
one of the first English families who 
settled in the state of New York, loca- 
ting, as early as 1864, in that portion of 
Westchester county which, at that time, 
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comprised the towns of New Rochelle, 
Eastchester, and what is known now as 
Pelham Manor, ‘‘Pelham being a Saxon 
word—‘‘Pell,” family; ‘‘Ham,” remote. 
At the age of 22, Mr. Pell began his 
business career with the old house of 
Treadwell & Co. who supplied all sorts 
of goods to southern planters during 
the early prosperous days of the South. 
In 1862, Mr. Pell succeeded the firm of 
Treadwell & Pell under the firm of 
Haines & Pell, who conducted the busi- 
ness of machinery and other supplies of 
that character until the close of the war, 
the affairs of the firm being liquidated in 
1867. In 1865, Mr. Pell started the 
house of H. Blagg & Co. He was the 
special of the firm, and resident partner 
in New York. Their business was the 
‘Texas market. They loaded the first 
vessel that entered the port of Galves- 
ton when that port was still under 
blockade at the close of the war. The 
business proving highly successful was 
followed up by establishing the Pioneer 
Merchant Steamship Company between 
New York and Galveston, now the Mal- 
lory line, and about the year 1879, Mr. 
Pell was instrumental, with others, in 
organizing the Mining Exchange, now 
the Consolidated of New York. Fol- 
lowing this, Mr. Pell promoted with the 
Slavens of San Francisco, Cal., the 
American Contracting & Dredging Com- 
pany, which company built the eastern 
end of the Panama Canal between Colon 
and the mountains, and later, in the 
year 1889, he became and is still largely 
interested in promoting and building 
railroads and other public improvements 
in theisland of San Domingo. As will 
be seen, a large part of Mr. Pell’s busi- 
ness career has been devoted to the pro- 
moting of large enterprises, both in the 
form of business firms and incorporated 
companies, and most of his undertakings 
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in that line have proved successful ven- 
tures to himself and associates, and his 
last undertaking in connection with the 
Mining Exchange, will doubtless prove 
equally successful. 

In 1875 Mr. Pell advocated the Rapid 





WILLIAM J. Harpy. 
Counsel N. Y. Mining Exchange. 


Transit Underground system, known as 
the depressed movement, to connect 
the City Hall with the Grand Central 
Depot by a route through Fourth ave- 
nue, via Lafayette Place, paralleling 
Broadway, to City Hall. This system 
is the one advocated and commended by 
ex-Mayor Hewitt as the most practical 
solution of the rapid transit problem. 


William J. Hardy, counsel of the New 
York Mining Exchange, is a native of 
Virginia, and is about fifty years of age. 
He comes of old Virginia stock, identi- 





fied with the bench and bar in the early 
days of Virginia. Mr, Hardy is counsel 
for a number of large corporations, and 
has a large court practice. 


NOTES OF CASES. 

Collection of Mortgage by Insolvent Bank 
—Proceedsa Trust Fund—Michigan. In 
Wallace v. Stone, supreme court of 
Michigan, Dec. 3, 1895, the following 
points are decided: 

1. Where a mortgage is sent to a bank 
for collection, with direction to ‘remit, 
the relation of creditor and debtor is not 
established between the sender and the 
bank, where the latter fails to remit, and 
therefore, on the insolvency of the bank, 
a trust will be imposed on its assets in 
favor of the sender, as against general 
creditors of the bank. 


2. Testimony of one witness that a 
payment on a mortgage was made toa 
bank in money, and not by a certificate 
of deposit held by the person making it 
against the bank, and the testimony of 
the other witness to the payment that he 
thinks the payment wasso made, though 
contradicted by the testimony of a clerk 
in the bank that if the money had been 
first procured on the certificate,and then 
paid over, it would have been marked 
on the certificate register, and that the 
cash account would not have balanced 
as it did, is sufficient to prove that the 
payment was made in money. Hooker 
and Montgomery, JJ., dissenting. 


3. The receipt by a person of a divi- 
dend from the assignee of an insolvent 
bank does not estop him from demanding 
payment in full of his claim against the 
bank, on the ground that a trust was 
imposed on the assets in his favor, as 
against the general creditors, 
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PROTECTION OF MUNICIPAL BONDS. 


PROTECTION OF MUNICIPAL BONDS. 


Anew departure by the United States Mortgage and Trust Company. 


The issue of bonds by municipalities, 
embracing states, cilies,towns, counties 
and school districts, as a means of rais— 
ing money for needed improvements, is 
a recognized feature of American fin- 
ance. The magnitude of such oper- 
ations may be seen from the statement 
that the present total issue of such se- 
curities exceeds 1,600 millions of dollars 
and there is issued every year in the 
United States, upwards of $125,000, 000, 
These issues constitute a favorite source 
of investment, not only for individual 
capitalists, but for savings banks, in- 
trust companies, 
executors, trustees and others holding 


surance companies, 


money in trust, who are charged with 
the duty of making safe and profitable 
But in 
business, there lurks a hidden danger 
to the investor. While it is a maxim 
of law that all men must be presumed 
honest until the contrary is proved, the 
maxim will not work asa rule of busi- 
ness prudence. For it, in business 
dealings, must be substituted the well- 
known truth that the forger and the 
fraud are always with us, ever on the 
alert to take advantage of unsuspecting, 
unwary and too-confiding mankind. 
The field of municipal securities has 
been too rich and fruitful to be neglect- 
ed, and year after year have been re- 
corded instances of dishonest overissues 
by public officials or bogus issues of 
municipal bonds by daring forgers, re— 
sulting in great losses to investors who 
have parted with value in full faith of 
the genuineness and authenticity of the 
apparent securities. Within the last 
year, the obtaining by one Quigley 


investments. this enormous 


from a bank in New York of $144,000 
upon pledge of bogus bonds of Ohio 
cities which he had had lithographed 
and manufactured in the metropolis, 
and the almost simultaneous disclosure 
of a similar swindle by one Lewis, in 
Ohio, based on forged bonds in dupli- 
cation of genuine issues, startled the in- 
vestment world, and impressed the ne— 
cessity for some radical change in the 
system of creating these securities, by 
which they might be made absolutely 
safe and secure from overissue, forgery 
or fraud. 

The United States Mortgage and Trust 
Company of New York has the credit of 
originating and putting into practical 
operation, such a system. It embraces: 

1st.. Bonds carefully engraved by a 
responsible bank note company, pro- 
ducing the best workmanship and giv- 
ing absolute security during the differ- 
ent stages of the manufacture of the 
work; exercising a careful guardianship 
over the engravings and preventing 
either plates or impressions falling into 
improper hands, 

2. The countersignature of securities 
by a responsible trust company to 
prevent overissue by carelessness or 
fraud. 

3. A convenient place of registration 
in the chief financial center of the coun- 
try, to save purchasers the inconven— 
ience and expense of forwarding secur— 
ities to the place of issue in order to 
obtain new certificates registered in 
their name. 

4. An examination into the legality of 
the issue by eminent counsel, and legal 
certificate indorsed on the bond; and 
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5. Payment of interest at New York by 
a responsible and experienced trust 
company, affording convenience to in- 
vestors and a safeguard against the ac— 
ceptance of fraudulent coupons. 

The establishment of such a system of 
issue and payment of municipal securi- 
ties, is a great advance over previous 
methods, It is a substantial insurance 
of the investor against loss from over- 
issue, forgery or fraud, relieves him 
from the necessity of independently in- 
vestigating these matters upon each 
separate investment, and promotes 
greatly his convenience in the collection 
of interest and principal at maturity. 
Experience has already shown that 
bonds thus safeguarded have a prefer- 
ence in the investment market and 
bring much higher prices, than bonds 
issued in the ordinary way, unsafe- 
guarded and uncertified. The investor 


feels that it is not only to his interest, 


but, where atrustee, that it is a matter 
of duty, to make investment in securi- 
ties the absolute safety of which is as- 
sured, rather than risk his money upon 
unprotected issues, that may be the 
parent of litigation and loss. To the 
municipality also, the new system is of 
great advantage, affording a better mar- 
ket for bonds thus issued, and exempt- 
ing it from possible litigation growing 
out of overissues by dishonest officials, 
or the payment by fiscal agents of fraud- 


ulent bonds and coupons, 

The system put in operation by the 
United States Mortgage and Trust 
Company embraces all the essential 
features to safety, above named,and this 
company stands unique as the only cor- 
poration in the United States at the pres- 
ent time, offering to the investor such 
a safe-guard system. The company ne- 
gotiates with municipalities, procures 
the engraving of bonds by the Ameri- 
can Bank Note Company, of the stan- 
dard required by the New York Stock 
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Exchange for its listed securities, inves- 
tigates through counsel their legality, 
certifies or countersigns the bonds, acts 
as registrar or transfer agent, and as 
fiscal agent in the payment of interest 
and principal. The company has great 
financial strength, having a capital of 
$2,000,000 and a surplus of $900.000, 
Its new undertaking in the establish- 
ment and practical operation of a sys- 
tem of municipal bond issue and pay- 
ment, absolutely impregnable to forgery 
and fraud, has called forth universal ap- 
proval and the business inaugurated is 
steadily increasing in volume. The 
officers of the United States Mortgage 
and Trust Company are George W. 
Young, president; Luther Kountze, 
vice-president; James Timpson, second 
vice-president; Arthur Turnbull, treas- 
urer; William P. Elliott, secretary, and 
Clark Williams, assistant secretary and 
treasurer, 

The directors are Samuel D. Bab- 
cock, William Babcock, Dumont Clarke, 
Charles D. Dickey, Jr., William P, 
Dixon, David Dows, Jr., Robert A. 
Granniss, Theodore A. Havemeyer, 
Charles R, Henderson, James J. Hill, 
Gardiner G. Hubbard, Gustav E. Kis- 
sel, Luther Kountze, Charlton T. Lewis, 
Lewis May, Theodore Morford, Rich- 
ard A, McCurdy, Robert Olyphant,. 
William W. Richards, James Timpson, 
George W. Young. 

The Executive Committee consists of 
Charles D. Dickey, Jr., Theodore A. 
Havemeyer, Charles R. Henderson, 
Gustav E, Kissel, Luther Kountze, 
James Timpson, Richard A. McCurdy. 


In two pamphlets which have beer 
issued by the company entitled ‘‘Public 
Obligations, Municipal Bonds,”’ etc., 
and ‘‘Municipal Bonds, Methods of Is- 
sue, Suggestions and Comments,” full 
particulars are given of the inaugura- 
tion and operation of the new system. 
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INQUIRIES AND CORRESPONDENCE. 


opus department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


ct prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Payment of Unindorsed Check on 
Guaranty. 


First NATIONAL BANK OF DELTA, ) 
Detta, Pa., Jan. 29. 1896. § 


Editor Banking Law Journal: 


Dear Sir:—I would like your opinion on the 
following point of banking practice. We some- 
times get checks from our correspondent banks 
that have not been indorsed by the payee, our 
correspondent stamps the item ‘‘indorsement 
guaranteed” and forwards it for collection; we 
refuse to pay the item on the ground that as 
the payee has not indorsed the check at all 
no guarantee can remedy the defect. We have 
been taken to task on one or two occasions by 
our correspondents on the ground that their 
guarantee should be satisfactory to us. We 
hold that the purpose of a ‘‘guarantee” is 
to certify that an apparently irregular indorse- 
ment is correct, as, for instance, an indorse- 
ment by attorney. 

We would not ask a correspondent to takea 
check from us when we had failed to get payee’s 
indorsement, and do not think we are under 
any obligations to do so when the tables are 
turned. ° 

We should be very glad to have your views 
on this subject. 

Very respectfully, 
L. K. Srupss, 
Cashier. 


Legally, a bank is under no obligation 
to pay a check to a third party, not in- 
dorsed by the payee. Such a check 
cannot be charged to the depositor 
without his consent, and its possession, 
unindorsed, by the holder, is no author- 
ity from the payee to receive payment. 
Whether the check shall be paid toa 
responsible collecting bank minus the 
payee’s indorsement is a matter of dis- 
cretion with the drawee, and we think 


it a wise exercise of discretion to refuse 
payment; for, in paying check, the 
bank acts as the agent and in the inter- 
est of its depositor, who often times de- 
sires the payee’s name on the returned 
check as an evidence of the payment. 
The depositor might rightfully refuse to 
be charged with such a check, and the 
drawee must then look to the collecting 
bank, either upon its “indorsement 
guaranteed,” which in case of a missing 
indorsement is at least ambiguous, or, 
aside from the guaranty, as receiver of 
the money, a proceeding which might 
involve delay, trouble, and even litiga— 
tion, before satisfactory adjustment. 


Collection by Insolvent Bank. 


CirizENs NATIONAL BANK, 
New PHILADELPHIA, O., Jan. 25, 1896. 


Editor Banking Law Journal: 


Dear Sir:—The Farmers & Merchants’ Bank, 
a private concern located in Uhrichsville, O., 
made an assignment on or about Nov. 1, 1895. 
Just before they made the assignment, the 
First National Bank of Hicksville, Ohio, sent 
the F, & M. Bank twocheck or drafts on parties 
in Uhrichsville for collection and return of pro- 
ceeds. The F. & M. made the collection, but 
failed to remit before they assigned. The First 
National Bank of Hicksville, O., claim that 
they cannot be considered as a debtor and 
creditor in this transaction. The assignee re- 
fuses to regard their claim in any other light 
than that of a general creditor. 

Do you know of any decision by any court in 
Ohio that will sustain the position taken by the 
assignee? We think that this claim is and 
must be regarded as a preferred claim, and be 
paid now in full. At your earliest convenience, 





please give me such information as you may 
have on this subject. 


Respectfully yours, 
S. O. DONNELL, 


President. 


The transfer of the drafts to the 
Farmers & Merchants’ Bank ‘‘for col- 
lection and return of proceeds” gave 
the latter no title, but placed it in the 
relation of agent to collect and remit. 
It made the collection, but made an as— 
signment without remitting, The in- 
quiry fails to disclose the fact whether 
the proceeds collected remained separ- 
ate and distinguishable, or were mingled 
in the general funds of the bank before 
the assignment, If the latter, the 
authorities conflict as to the right of the 
owner to a preference in payment out 
of the general assets of the insolvent es- 
tate. Some hold that such preference 
is lost when the money is mingled with 
the bank’s funds, Other authorities re- 
quire a preferential payment, even 
after such mingling. We are not aware 
of any Ohio decision upon this point of 
how far trust money may be traced and 
specifically recovered. But if the col- 
lection was made so shortly before the 
assignment that the proceeds were yet 
capable of being distinguished, either 
in the form of drafts by the debtors, or 
money not yet mingled, there would be 
no question but that the full amount 
could berecovered. Upon this point, 
we are enabled to quote a decision in 
Ohio, rendered last year by the Court of 
Insolvency of Hamilton County, in re 
assignment of Commercial Bank. One 
Fogarty handed in three packages of 
bills of $500 each with his pass book to 
the receiving teller of the Commercial 
Bank at about 2:30 P. M., March 27, 
1895, The teller knew the bank was 
about to fail, and went to the cashier 
for instructions. As instructed by the 
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cashier, the teller took the money, en- 
tered the amount in Fogarty’s pass book, 
put arubber band around the money, 
and placed it ina tin box by itself, keep- 
ing it separate from the bank’s funds, 
About an hour later the bank made an 
assignment. The court ordered the as- 
signee to deliver the money to Fogarty. 
It said that “the identity of the money 
being preserved, an action in replevin 
for it would lie,” and found that ‘‘the 
title to the package of money never 
vested in the bank.” 

If the proceeds of the collection, 
owned by the Hicksville bank, were 
never mingled with the funds of the 
Farmers & Merchants Bank, its right to 
recover them specifically is clear, Jf 
such proceeds were so mingled, its 
ability to obtain full payment out of the 
assets will depend upon how the Ohio 
courts will stand upon the question; the 
authorities in other states, as before 
said, being in conflict. 


Maturity of Note—Term ‘‘Date’”’ 
Construed. 


Des Moines, Iowa, } 
~FEBRUARY, 3. 15896. § 
Editor Banking Law Journal, 


Dear Sir:—Will you kindly enlighten one of 
your readers a little further upon the subject- 
matter of the enclosed inquiry and reply. I 
have an indistinct recollection that the point 
involved was considered in your Journal some 
time ago. 

CASHIER, 


[INCLOSURE, ] 
LA Porte Ciry, Iowa, Jan, 11, 1896. 
Editor American Banker: 


Please decide when a note matures drawn as 
follows, astotime: ‘‘January 11, 1896 (date). 
On Jan. 25, after date, I promise to pay,” etc. 
There is considerable dispute about this. Some 
say note matures on the 25th of the present 
month (without grace), and others that it will 
not mature until Jan. 25, 1897. 

A. VAN V. 





INQUIRIES AND CORRESPONDENCE, 


Reply: Assuming that the note in question is 
an ordinary negotiable note, payable in lowa, 
it is governed by the Iowa Code, section 2092, 
which provides that ‘‘grace shall be allowed 


upon negotiable bills or notes payable within - 


this state, according to the principles of the law 

merchant” (McClain’s Annotated Code, Sec. 
)$), and this makes the note payable on Jan. 
, 1896, with three days’ grace. 


The following decision was rendered 
in February, 1892, by the supreme 
court of Georgia, in Neal v. Reams (88 
Ga. 298; 6 B. L. J. 484.) 


A promissory note for $711.85, with 
interest at the rate of 8 per cent. per 
annum after maturity, dated March 4, 
1885, and promising to pay ‘‘on March 
5 after date,” is ambiguous, and open 
toexplanation by extrinsic evidence. In 
the absence of such evidence, there was 
no error in construing the note as ma-— 
turing on the sth of March, 1886, 
rather than on the 5th of March, 1885, 
as the date of the note included the 
month and year as well as the day on 
which it was executed. 


This is the only decision of which we 
have knowledge construing such a form 
of note. If we apply it to the note above 
submitted, it would make the maturity 
January 25, 1897, plus three days grace. 
But we think the courts generally would 
be slow in placing such a construction 
upon this formof note. True, the term 


“date” embraces year, month and day, 
and writers like Mr. Daniel are careful 


to say “day of the date;”’ yet in the ex- 
ecution of commercial paper date is so 
commonly used as synonymous with 
day of the date, that a construction that 
the words ‘‘after date” mean “after day 
of the date” would certainly be reason- 
able. In fact, such is the construction 
of all commercial paper drawn in the 
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ordinary form so many days or months 
‘after date.” A note dated ‘‘January 
11, 1896,” payable one day after date, is 
not construed as payable one day after 
the end of the year, 1896, which literal- 
ly is one day after the date, but as pay- 
able January 12, 1896, plus grace, in any 
state where grace is not yet abolished. 
True, the correct form of expression 
should be “fone day after day of date,” 
but usage has sanctioned ‘‘one day after 
date,”’ and the courts are every day rec- 
ognizing the maturity of such notes as 
one day or one month or whatever it 
may be, after the day of the date, and 
enforcing them accordingly. Why, then, 
should not the same construction be ap- 
plicable to a note dated January 11, 
1896 promising to pay ‘On January 25, 
after date?”” Reason and common sense 
favor such a construction. Such forms 
of note are infrequent and seldom come 
before the courts. In all the text-writers 
on commercial paper, we fail to fiad the 
point here raised, discussed. There 
may be other decisions to the same pur- 
port as the Georgia decision, involving 
the same form of note, but we fail to 
find a reference to them in the text— 
books on commercial paper, and have 
not had time to make an extended search 
of the authorities in each state. 

On the whole, we think an Iowa bank 
would be justified in presenting a note 
such as above on the third day of grace 
after January 25, 1896, viz. January 28, 
1896, protesting on that day, and suing 
on the day thereafter. We think it 
would have more chance against an in- 
dorser in the supreme court of Iowa 
than if it waited until January 1897; yet 
we may be mistaken. 
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HENRY M. GOLDFOGLE. 


Among that limited element of the New York 
Bar which has not only gained prominence in 
the department of practice, but likewise at- 
tained distinction on the bench, is Henry M. 
Goldfogle, whose record as a lawyer and jurist 
is both successful and brilliant. 

A native of this city, where he was born in 
1856, Judge Goldfogle’s education and legal 
training were acquired under such adverse cir- 
cumstances as would deter nine out of every 
ten youths ambitious of securing a professional 
ecareer, for he not only was compelled to earn 
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the means for securing his own education, but 
also supported his aged mother and a helpless 
brother. Upon attaining his majority, he was 
admitted to the bar, after having passed the 
examination at the head of his class. 

§fAt the age of 23, this gentleman established a 
high reputation for keenness and ability by 
winning an important case involving a quarter 
of amillion dollars in property. The suit in- 
volved the title to lands worth that amount and 
the claimant’s side had been pronounced hope- 
less by several prominent practitioners who de- 
clined to prosecute the claim. Young Gold- 
fogle, unaided and single-handed, undertook 
the case and carried it to a successful termina- 
tion. The supreme court in rendering its 
opinion commended Mr. Goldfogle for the 
legal acumen with which he had presented his 
side of the case. From that date his clientage 
rapidly increased and he soon acquired a prac— 
tice of lucrative proportions. He secured the 
unlimited confidence of his clients through his 
unswerving fidelity to their cause and his in- 
defatigable efforts in their behalf, while at 


‘the same time, he never was guilty of taking 


unfair advantage of opponent counsel or resort- 
ing to unprofessional tactics, and he is accord- 
ingly highly esteemed and respected by bench 
and bar for his honorable methods. His prac- 
tice has been wide and varied, embracing al- 
most the entire range of civil law, and he is es- 
pecially weil versed in the corporation, real es- 
tate, commercial, surrogate and probate depart- 
ments of the profession. 

While taking an active interest in politics 
and always recognized as an ardent Democrat, 
Judge Goldfogle never held any political office, 
other than his incumbency of the bench, 
though on various occasions he was proferred 
the nominations for Assembly and Congress, 
which he declined. He has beena delegate to 
every Democratic State Convention since 1877, 
and was an alternate to the National Conven- 
tion, which last nominated Mr. Cleveland for 
the Presidency. 

In 1887 Mr. Goldfogle was elected Justice of 
the Fifth District Court and administered the 
duties of his judicial position with such fair- 
ness, impartiality and wisdom that he was re- 
elected for another term, in 1893, without oppo- 
sition. Judge Goldfogle’s decisions have been 
rendered with such sound legal reasoning that, 
in his disposition of over 11,000 cases, only iu 
two instances have his rulings been set aside 
by the appellate court, a record that not only 
commands the respect of the entire profession 
but reflects credit to the intelligent public 
which placed himon the bench. His courtisa 
model for systematic arrangement and compre- 
hensive methods of transacting legal business, 
for his assistants show an earnest disposition to 
make his administration a success in the minor 
detail work of the office. 

Judge Goldfogle’s kindness of heart and fair- 
mindedness have led him to champion the cause 
of oppressed labor, and many evils in this con- 
nection have been abolished through his in- 
strumentality. Several years ago he drafted 
and secured the passage of a bill which allows 
an execution against the body to issue against 
a delinquent debtor on a judgment in favor of 
a workingwoman. 

Notwithstanding his busy professional life, 
Judge Goldfogle has found time and onpportu- 
nity for furthering many charitable and benevo- 
lent movements, has given much attention to 
public school matters, and for the past thirteen 
years has annually presented a gold medal to 
one of these schools as an incentive for perfect 
system. He has served several terms as Grand 
President of the Independent Order of B'nai 
B'rith, the leading Hebrew organization of this 
country. 

He isa clever after-dinner speaker, and pos- 
sesses such a genial social disposition as to win 
him the friendship of all with whom he comes 
in contact, his popularity extending to all 
circles. 
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Embracing Items of Interest in all the States. 


Readers are requested to communicate matters arising locally 


to enhance the interest and value of this department. 


William E. Burr, Jr., ex-cashier of the St. 
Louis National, who embezzled $30,000 of the 
bank’s funds for which the bank was after- 
wards reimbursed, pays for the privilege by a 
five years’ sojourn in the state penitentiary, to 
which he has just been sentenced. 


George H. Fields and E. W. Bailey, who 
opened accounts in Kansas City banks with 
good money, and afterwards deposited checks 
on each other, the proceeds of which were 
drawn out by each before the checks came back 
from the clearing house, dishonored, have just 
been deprived of their liberty for 3% years 
each, as a result of indulging in such innocent 
amusements, 


The wisdom of a policy of making vacations 
of bank employes compulsory is seen in the 
disclosure of the irregularities of George Bar- 
nard, suicide, late cashier of the Fort Stanwix 
National of Rome, N. Y. Barnard’s personal 
debt tothe bank, overdrafts of favored cus- 
tomersand bad paper which he permitted to be 
loaded on the institution, will aggregate prob- 
ably $400,000. Barnard had not taken a vaca- 
tion for thirty years, and had an uninterrupted 
handling of the accounts. If such wrecks as this 


can thrive, long undetected, in a community, of 
what value is the boasted governmental super- 
vision? Some periodical appraisement of the 
value of assets by directors or other appraisers 
would seem to be the needed thing. 


A BoOKKEEPER AUTHORIZED To SIGN CHECKS-— 
A case of misplaced confidence has been dis- 
closed in Chicago. About a year ago George R., 
French & Co., a board of trade firm, engaged a 
man named George B. Rumble as bookkeeper, 
who proved so efficient, that he was authorized 
to sign the name of French & Co. to checks, 
and transact the general business of a board of 
trade clerk. On Jan. 23, French went away to 
the country, leaving Rumble in charge. At this 
time the firm’s balance in the Illinois Trust and 
Savings Bank was $11,353.48. Rumble im- 
proved the opportunity by drawing the follow- 
ing checks: 
One payable to the order of Frank 
Rogers 

Three payable to the order of Frank 
Rogers, $3,000 each 

One payable to the order of Rogers... 

One payable to Underwood & Co., at 
Fayetteville, N. C 361 


All these checks Rumble had certified by the 
bank. Upon French’s return, the first of the 
month, he took his book to the bank to be 
balanced, and to his surprise learned that he 
had but $2.31 instead of nearly $12,000. He 
caused Rumble’s arrest, and obtained an in- 
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junction restraining the bank from paying the 
certified checks, the money not having been 
paid. French says that the payee, Frank Rogers, 
is a myth, and although Underwood & Co. are 
creditors of the firm for the amount represented 
by the certified check, they have never received 
it, and it is believed to be in Rumble’s posses- 
sion, as arealsothe checks drawn to Kogers, 
unless he has disposed of them to innocent 
parties, 


FLorRIDA BANKERS’ CONVENTION,—The eighth 
annual convention of the Florida Bankers’ As- 
sociation was held at the Board of Trade rooms 
in Jacksonville, on Jan. 24. We make the fol- 
lowing pertinent extracts from President Bar- 
nett’s annual address: 

‘*In the able report read by our president at 
the last annual convention, your attention was 
called to several matters upon which legislation 
was needed and which were referred to the 
legislative committee with request to have 
proper bills presented for enactment at the next 
session of the Legislature. I am pleased to state 
that nearly all measures presented were passed 
upon without opposition. Bills defining nego- 
tiable instruments, providing forthe sale of 
collateral security, and providing that writs 
of garnishment should state amount garnished, 
were passed. 

“A bill abolishing days of grace was de 
feated. Our object in desiring this bill passed 
was twofold. First, it was considered desirable 
to have our laws on this subject conform to 
those of the leading commercial states; and sec- 
ond in order to settle by statute the question as 
to whether or not sight drafts carried grace, By 
custom, no grace is allowed, but I have grave 
doubts whether or not this is law. I would 
recommend that a similar bill be presented at 
the next session of the Legislature, and if we 
find that it cannot be passed, then to try and 
have a bill passed confirming by statute the 
non-allowance of grace on sight drafts. 

“The executive committee, in discussing 
measures which create a greater interest in, 
and make this association of more benefit to its 
members, has arrived at the conclusion that 
heretofore there has been too little discussion 
by the members of subjects pertinent to bank- 
ing interests. We have met, listened to a few 
interesting papers, elected officers, and ad- 
journed. I think the opinion is now held by 
the members that, while the meetings have been 
enjoyable socially, no practical benefits have 
been derived, hence a lukewarm feeling toward 
the association has arisen, and our meetings of 
late years have not been attended so fully as 
formerly. The committee therefore decided to 
inaugurate the system of notifying members 
that certain topics would be discussed, thus al- 
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lowing the members time to give the subjects 
attention and to prepare themselves to speak 
upon them at the convention. I trust that this 
discussion will create a greater interest in the 
association and prove a benefit to all.” 

A resolution was adopted indorsing the finan- 
cial policy of President Cleveland’s admin- 
istration, declaring in favor of honest money 
and opposition to inflation, fiat money and 
to the free coinage of silver except by an in- 
ternational agreement, and favoring a currency 
sound, elastic and as good as gold. 

The following officers were elected: Presi- 
dent, B. H. Barnett; first vice-president, F. C. 
Brent; second vice-president, G. C. Stapylton; 
third vice-president, E. N. Dimick; secretary 
and treasurer, T. W. Conrad; executive com- 
mittee, F. W. Hoyt, R. C. Cooley, Henry G. 
Aird; legislative committee, J, S. Leonard, 
Charles S. Adams, George W. Saxon, L. C. 
Massey; delegate to the American Bankers’ As- 
sociation, D. G. Ambler. 

Papers were read by L. C. Massey, president 
of the State Bank of Orlando, upon ‘‘The Uni- 
formity of Commercial Legislation”; by G. C. 
Stapylton, president of the Leesburg and 
County State Bank, upon ‘‘Bank Failures,” and 
by R. C. Cooley, cashier of the First National 
Bank of Jacksonviile, upon ‘‘Better Safeguards 
for Loans, Including Uniform Statements from 
Borrowers.” 

Discussion was also had upon the subjects of 
“Express Money Orders”; ‘‘Should bank Offi- 
cers and Employes Engage in Other Business,” 
and ‘‘A State Clearing House and Uniform 
Compensation to Interior Banks.” 

A resolution was passed calling upon the 
Florida representatives in Congress to aid by 
their votes and influence the passage of the 
bill establishing a sub-treasury of the United 
States at Savannah. 


A Boston EMBEZZLER.—The well-known form 
of embezzlement, of which New York banks 
have in the past had several experiences, where- 
in the trusted employe of a firm, appropriates 
checks received payable to the firm, forges their 
indorsement as payee, indorses and deposits 
them in his own bank,which collects the checks 
and honors his drafts upon the account, the 
forger manipulating the accounts of his em- 
ployer to baffle detection, has recently been suc- 
cessfully practiced in Boston. Harry M. Fowle, 
trusted bookkeeper of the Shepard & Morse 
Lumber Company, has been the culprit, and his 
embezzlements from their commencement in 
October, 1893, tothe time of discovery, Jan. 29, 
1895, aggregate just $47,613.77. Fowle isin 
jail, his wife is heartbroken, and the banks 
which trusted him as a depositor, and collected 
the checks whose indorsements he forged, will 
be the principal losers. The forgeries were dis- 
covered through the commendable action of the 
Old Colony Trust Company, the bank in which 
Fowle had deposited the last one of the forged 
checks. The bank telephoned the Lumber Com- 
pany, and inquiry revealed the fact that a check 
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for $500 on the Lawrence National Bank, made 
by A. A. Lamprey, treasurer of the Lawrence 
Lumber Company, to the Shepard & Morse 
Lumber Company had been deposited with the 
Old Colony Trust Company to the account of 
Harry M. Fowle, This check was indorsed by 
a stamp reading ‘‘Shepard & Morse Lumber 
Co.,” beneath which was written, ‘‘H. B. Shep- 
ard, treasurer.” Mr. Shepard pronounced the 
indorsement a forgery. Checks sent to the 
company were not indorsed in that way, but 
were always indorsed with a stamp and placed 
to the company’s credit in their bank. 

The action adopted by the Old Colony Trust 
Company in this case would be a good practice 
forall banks who carry the accounts of em- 
ployes of concerns to follow, with reference to 
checks deposited, made payabie to such con- 
cerns, and apparently indorsed over to the em- 
ploye. In ordinary business, checks toa firm 
should go into its own bank, and money paid 
to an employe would not be paid by the indorse- 
ment over such checks, but either in cash, or 
by the firm’s own checks, Checks to a firm, in- 
dorsed to and deposited by an employe in his 
own bank, have a flavor of fraud, and should 
be the subject of scrutiny and inquiry. 

Fowle, upon being detected, confessed every- 
thing. His story of how he obtained these large 
sums is interesting, as illustrating how a small 
temptation magnifies by yielding to it, if for no 
other reason. In October, 1893, he said, he took 
a check for $100 and $20 in cash, At that time 
he was afraid of discovery, but perceiving that 
he was not discovered, and after making a 
careful study of the manner in which business 
was conducted in the house, he decided that he 
would make another attempt. 

The way in which he managed to cover his 
tracks in these operations was a complete mys- 
tery until he made his explanation. In the 
transactions of the firm, thousands of dollars 
are frequently received by check. As ledger 
clerk it was his duty to post these checks in the 
ledger and turnthem over te the cashier for de- 
posit. In the system of bookkeeping employed 
by the company he was the only person who 
really knew about the checks. The only ac- 
count kept of them was kept by him. When he 
made his entries he turned over to the cashier 
with the checks a list of them and their amounts, 
and this list was accepted by the cashier as cor- 
rect, and the checks were sent to deposit. 

On days when a large number of checks came 
in he would take one of them and keep it. When 
he turned in his list to the cashier that check 
would not figure in it, so that if the cashier 
madeany comparison of the tabulated statement 
presented and of the number of checks, no 
discrepancy would be shown. Having made 
things easy so far, he would credit the person 
or firm sending the check with the amount 
specified, and then credit the merchandise ac- 
count with the same amount. By this manipu- 
lation of his books he managed to conceal any 
evidence of double-dealing on his part, and 
whenever his books were examined, as they 
frequently were, nothing to indicate that there 
had been any peculation could be found. 
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Tue FAYETTE Co, BANK, SOMERVILLE, TENN. 
—The people of Fayette County had a grand 
time in Somerville recently, on the occasion of 
the formal opening of the handsome, three- 
story, stone-front building of the Fayette 
County Bank. There was a reception lasting 
from 1to5P. M., onthe afternoon of Feb. 3, 
during which time every part of the beautiful 
structure was crowded. A citizen of Memphis 
who attended said he did not know there were 
so many peoplein the entire county. The rooms 
were tastefully decorated with ferns, potted 
plantsand evergreens. Promptly at 1 P.M. a 
beautiful American flag was run up the tower- 
ing flagstaff surmounting the building, and 
swung to the breeze; the music began, and the 
reception was on. 

To briefly describe the building: On the first 
floor are the apartments of president, vice—presi- 
dent and cashier, teller and bookkeeper’s de- 
partments, as well as the two vaults, which are 
magnificent in their beauty, strength and de- 
sign; the directors’ room, the handsomest in the 
building; a stair halland lavatory, and areal es- 
tate office. 

In the second story are the law offices of 
Capt. H. C. Moorman, president of the bank, 
and Messrs. Riddick and Mayo, which are fur- 
nished in harmony with the remainder of 
the building. Messrs. Moorman, Riddick and 
Mayo also have a beautiful room convenient to 
their offices to be used as a law library. One of 
the nicest rooms is on this floor and admirably 
suited for a public library, which it is expected, 
will soon be used for that purpose, for such an 
institution is needed in Somerville. 

The third story is fitted up for offices of 
various kinds, 

The entire building is furnished in oak and 
the desks and other furniture is highly pol- 
ished. Although the building is heated by a 
furnace, each room has an elegant colonial 
mantel, with French plate mirrors, beautiful 
tiling and the most convenient grates. The 
one thing perhaps more noticeable than any 
other which attracts the attention, is the utmost 
harmony which prevails in the furnishing 
throughout the entire building. 

The Reporter and Falcon of Somerville, says: 
“There is perhaps not a finer nor mere tasteful 
bank building in the state than the Fayette 
County Bank, and we are nearly tempted to 
Say itcannot be surpassed in the South by 
banks of equal size. Of course there are larger 
buildings, but none more admirably arranged 
for the purposes desired. It will be a source of 
pride to us and will be pointed out with much 
pleasure to all visitors.” 

The officers of the Fayette County Bank are 
H. C. Moorman, president; W. B. Granbery, 
vice-president, and A. J. Rooks, cashier. 


A Lumber Trust—It is reported from Port 
Townsend, Washington, that a trust, known as 
the Central Lumber Company has been or- 
ganized, the membership of which includes 
nearly all of the lumber companies, ship-owners 
and wholesale and retail dealers in lumber on 
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the Pacific Coast. The Central Lumber Com- 
pany is to regulate freight charges and put the 
buying and selling price on all lumber, regula- 
ting also the product of each mill and the pro- 
portionate amount of lumber each vessel shall 
carry during the year. Not only are the 
markets of the Pacific Coast controlled, but the 
lumber shipments to foreign countries are 
placed under the same restrictions. The regu- 
lations do not apply to shipments by rail to 
eastern points. 

The first order issued by the company was to 
advance the price of lumber $2 per thousand. 
Last year the estimated product of the coast 
was 500,000,000 feet, and this advance will en- 
hance the profits of mill-owners the coming 
year over $1,000,000, 


Missour!I BANKERS—The executive committee 
of the State Bankers’ Association, met at the 
Midland Hotel, Kansas City, recently to com- 
plete arrangements for the annual meeting of 
that organization, which will be held at Pertle 
Springson May 22 and 23. M. Young, chair- 
man of the local bankers’ committee of War- 
rensburg, met with them, and all things neces- 
sary to insure the comfort and pleasure of the 
visitors were consummated. Besides the regu- 
lar purposes of the meeting it was decided to: 
have three prize papers, one each on ‘‘Bank 
Bookkeeping,” ‘‘Benefits Derived from a Bank 
Clerkship” and ‘‘Privileges and Restrictions of 
State Bankers in Missouri.” Fifty dollars was: 
offered for the best paper on each subject, and 
the protection fund, for the purpose of capturing 
absconders and other offenders against the 
banks, was increased to $500. 


Tue IDEAL SIDE oF BANKING—Rev. Leightom 
Parks, D.D., one of the guests of the Boston 
Bank Officers’ Association at its banquet in the 
Quincy House on the evening of January 27, 
touched very sharply upon present political sit- 
uations in the course of an address upon the 
‘‘Ideal Side of Banking.”” When he was intro- 
duced to the 425 members of the association by 
President George B. Warren, cashier of the 
State National Bank, he was very cordially re- 
ceived, and when it was announced by the pres- 
ident, at the close of the address, that he had 
determined to remain in Boston, the applause: 
was deafening. 

Modern banking, said Mr. Parks, is the 
mainspring of civilization,and if the mainspring 
is injured, the whole world is disorganized. 
Capital is the most important factor in the 
world’s civilization, and but for its accumula- 
tion all industries of the world would be swept 
away. The chief factor of our safety as a na- 
tion is notthe army of men, but the unseen 
army Of accumulated wealth, as representing 
the result of the nation’s industry, honesty, 
foresight, wisdom and energy. 

The enemy of civilization is not the Anarchist, 
not the lawless, not the labor agitator; it is the 
politician wanting in all sense of responsiblity, 
who will disrupt the whole financial world and 
disorganize all society for the sake of accom- 
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plishing selfish ends, as the mischievous boy 
casts a match into a powder magazine, to see 
the thing go up. 

By politician I do not mean statesman; the 
Statesman looks upon himself as the trustee of 
the people’s interests; I mean the politician who 
is likethe poor, ragged, tattered,outcast creature 
that looks in through the polished plate glass of 
the bank window and wonders how best he can 
strangle the teller and get at the funds. 

Itis given us to look with pride upon a long 
list of statesmen; and I think you will agree 
with me that we also have some politicians. 
But, at least, we have this to be thankful for, 
that they have never got hold of Boston as they 
have of New York and Philadelphia, and the 
reason is to be found in moral, intelligent citi- 
zenship that will not stand by and see a parcel 
of boys in City Hall and the State House wreck 
the ship of state for their own gain. 

But we do see men in Washington who seem 
to be devoid of any sense of responsibility; we 
see, perhaps, a dozen, each asking how he may 
become President; others asking how best they 
may please the boys at home. Now, there are 
two kinds of boys at home—the loafer, and the 
boy who is doing his duty honestly and with 
self-sacrifice. It is for the latter to let the poli- 
ticians know they have their eyes on City Hall 
and the State House, and they will see the poli- 
ticians tumble over themselves to carry out 
their will, The statesmen, such men as the 
venerable Senator Hoar, will feel that they have 
substantial support in their efforts to guide the 
ship of state in the right direction. 

Recently we have had many examples of what 
the politicians may doif they are not made to 
feel that the eyes of the responsible citizens of 
the community are upon them. We have seen 
the chief magistrate of the country commit a 
tremendous blunder. Your president has no 
right to stand here and withthe cry of ‘‘fire”’ to 
throw you into a panic that may cause great in- 

ury. 

; And when the President’s action came to Con- 
gress the politicians tumbled over themselves in 
their efforts to grasp the seed of discord and to 
give it the place of liberty. But the plain peo- 
ple, as the great Lincoln used to call them—the 
men on the farms, in stores and offices, banks 
and pulpits—spoke out in no uncertain terms 
.and said: ‘‘This country stands for peace, not 
war,” and instantly the form of disorganization 
.was allayed. It was the voice of the serious, 
Yhigh-minded, selt-sacrificing people that made 
itself heard like the still, small voice after the 
whirlwind and the earthquake. 

* If this voice of the people is effective in a great 
crisis, it is effective day by day; the time has 
passed when we can serenely look on and do 
nothing to prevent the mischievous antics of the 
politicians. 


A FrnanciAL PLAN—A Louisville banker 
presents the following plan which he claims 
would solve the gold problem and stop the drain 
on the United States treasury. Hesays: ‘‘There 
are outstanding about 340,000,000 of greenbacks 


according to the last reports of the government, 
The lapse of time since the greenback issue 
makes it probable that at least the 40-odd mil- 
lions have been lost, destroyed, etc., and in all 
probability there would never be presented for 
redemption exceeding 200,000,000 in round 
numbers. These greenbacks, as is well known, 
are a legal tender at face value for all debts, 
public and private. The government always 
redeems those notes in gold and then they 
are put in circulation again. They are gath- 
ered up again and again presented for redemp- 
tion in gold, and it will be the same thing over 
and over again until the end of time unless they 
are in some way retired from circulation. Secre- 
tary Carlisle’s plan is to retire them from circula- 
tion.Of course that is the thing to do, but there are 
so many conflicting elements among our national 
lawmakers that any legislation looking to the 
retirement of the greenback from circulation is 
very remote, not to say utterly improbable. 
What, then, can be done to stop this drain of 
gold upon our national treasury? 

Taking the statistics of ’94, there are 341,000,- 
ooo of greenbacks; reserve required to be held 
by national banks, round numbers, 417,000,000; 
the actual reserve held, 661,000,000, of which 
amount one-half, or 330,000,000, was held in 
actual money. Now,as a matter of policy on the 
part of national banks, and in a measure to al- 
lay the feeling of prejudice now existing against 
them, by concert of action they could virtually 
retire the greenbacks by an agreement to hold 
them in their vaults and count them only as 
lawful reserve. The circulating medium of the 
country would then be gold, national bank notes 
and silver. It would ina simple way solve the 
problem of the retirement of the greenbacks, as 
they would be locked up in the vaults of the 
banks and could do no harm. It might be fur- 
ther said that the state banks of the United 
States, as a matter of pure patriotism—and they 
are just as patriotic as the national banks— 
would most heartily co-operate in this move- 
ment, and in a short time every greenback in 
circulation would be held in the vaults of the 
banks. It would be better, of course, and 
could be more easily and more systematically 
accomplished if done by legislation—that is mak- 
ing greenbacks count only as lawful reserve— 
but the plan here submitted is entirely practi- 
cable and it is believed the banks of the United 
States could be induced to heartily respond to 
such a plan. 

If this were done, Messrs. Lazard, Freres & 
Co, etc., would not be able to gather up millions 
of greenbacks every week and present them at 
the treasury for gold to ship abroad, and re- 
peating again and again ad libitum. Until 
something of this sort is done, either by legis- 
lation or by voluntary action of banks through- 
out the United States, the issue of bonds, as at 
present, will have to be continued for genera- 
tions.” 


We have received from David Lubin, Sacra- 
mento, Cal., a pamphlet containing an extensive 
argument in favor of protection for agricultural 
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staples by an export bounty, This pamphlet 
will be sent free to anyone interested in the sub- 
ject, who will write for it to Sacramento. 


Tue CountTry’s CIRCULATING Mepium. The 
Treasury Department issues the following esti- 
mate of the amount and kinds of money in cir- 
culation in the United States February 1. Com- 
parison is here made with January 1, 1896, and 
with February 1, 1895, and holdings of the Fed- 
eral Treasury are not included: 

Feb. '96. Jan. ’96. Feb. ’95. 
Gold 

coin. $499,262,686 $484,728,547 $506,189,411 
Silver 

dols, 
Subsid. 


silver. 


56,629,676 59,205,927 55,873,630 


64,387,135 64,417,685 61,710,429 
Gold 
t 49,847,849 


49,936,439 52,647,809 


331,614,339 336,076,648 326,467,272 
notes, 
U. S. 

notes. 
Cur. 

c’t'f’s. 
N’t bk. 
notes, 


110,221,185 115,726,769 117,180,225 


245,745,840 230,855,873 256,999,343 


28,925,000 31,605,000 37,625,000 


203,086,897 198,964,396 


Total 


The following comparison of gold coin, gold 
certificates, and total money in circulation in 
preceding years, is interesting [figures prior to 
1894 are for July 1]: 


1,589,720,607 $1,579,206, 724 $1,613,657,515 


Gold ctfs. 
916 $ 77,015,419 $1,739,783,511 
92,642,189 1,596,701,245 
141,093,619 1,601 347,187 
120,063,069 1,497,440,707 
I,429,251,270 
1,350,361,649 
chat ctat 
91,225,437 I, 539,143 
76,044,375 , 152, 700, 525 


Gold coin. Total money. 


1894. $ 


1893. 


mv >» 
novo 
= 
‘ 


te 


130,830,859 
117,130,229 
121,094,650 


os 
aon CO 
QW ww 


in Oo 


76,481,5 
391,114,033 
376,540,681 


1886. 358,219,575 


The very interesting fact, proved by compar- 


ison of these figures, is that notwithstanding 
the $252,000,000 net gold exports since July 
1550, the total money in circulation outside the 
treasury has increased net, during the ten 
years, $337,000,000. Of this increase a large 
part came from the issue of treasury notes un- 
der the law of 1890, about one-third from coin- 
age of silver dollars, before 1890, under the 
law of 1878, and another considerable share 
from new gold production. The decrease of 
Something like $125,000,000 in treasury hold 
ings during the same period has also added to 
the total circulation. 
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We beg to acknowledge receipt of a handsome 
pamphlet, issued by the Fourth National Bank, 
New York, containing the address delivered on 
the occasion of the dedication of the New York 
Clearing House, Jan. 15, 1896, by Mr. J. Ed- 
ward Simmons, president of the bank. Mr. 
Simmons was the orator of the day at the dedi- 
cation ceremonies, and his address ‘‘Sermons 
in Stones” was an able effort, delightful to all 
who heard it, and itself eminently worthy of 
inscription on stone for preservation for future 
ages. 


KANSAS BANK STATEMENTS AND DIVIDENDs, In 
his recent call for an official statement of the 
condition of the banks of Kansas at the close of 
business December 24, 1895, Bank Commis- 
sioner Briedenthal gives the following instruc. 
tions as to the details of the statements re- 
quired: 

Itemize the amount due from other banks, 
showing banks from which due and amount 
due from each bank. 

If overdrafts exceed 2 per cent. of your depos- 
its, send list of same, giving name of party 
whose account is overdrawn, amount of over- 
draft, date of same, and state whether secured 
or not, 

If your reserve is below the legal requirement 
consider this communication a notice from this 
department to make same good within 30 days 
from receipt hereof, and send an acknowledg- 
ment of receipt of such notice to this office. 

Send anitemized list of your checks and other 
cash items, showing character and amount of 
each item. Show drafts and checks on other 
banks or sight drafts on stock or produce in 
transit as ‘‘clearing-house items.” 

If you have borrowed money,state from whom 
borrowed, when due, and amount of collateral 
given as security therefor. Do not show cer- 
tificates of deposit, which have been issued pri- 
marily for the purpose of borrowing money, as 
time deposits, but include same with ‘‘biils 
payable.” 

Do not show your overdrafts on other banks 
as ‘‘banks” and ‘‘bankers’ deposits,” but show 
them as overdrafts, giving the name of the 
bank. 

Do not show your balances due from closed 
banks as ‘‘sight exchange,” but show same in 
separate item: as, ‘‘due from Chemical Bank of 
Chicago.” 

Send me an itemized list of all loans that ex- 
ceed the legal limit of 15 per cent. of your capi- 
tal, as provided in section 14 of the banking 
law. 

Under the head of ‘‘other resources” show all 
irregular assets, such as personal property, 
judgments, etc., and accompany your state- 
ment with an itemized list of assets shown un- 
der this head. 

I have received numerous requests from 
banks asking that, in preparing copy of their 
statements for publication, they be permitted to 
include all items of cash and due from other 
banks in one item of ‘Cash and sight exchange” 
in order that bank robbers may not be informed 
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of the amount of actual cash carried by any 
bank. This department will not object to 
statements published in this manner. Regular 
Statement showiny each item must be sent to 
this office. 

In the matter of payment of dividends, Com- 
missioner Briedenthal says: ‘‘The time for 
holding annual meetings being at hand, I de- 
sire to call special attention to the provisions of 
section 31 of our banking law, and in this con- 
nection will say that before declaring a divi- 
dend all bad paper should be charged off; also 
all depreciation in value of real estate, furni- 
ture and fixtures, and other property or assets 
of the bank should be charged off. An amount 
should be carried to undivided-profit account 
sufficient to cover the unearned interest on 
loans and discounts carried by the bank; that is 
to say, take a bank with $60,000 of loans, ma- 
turing on an average in 60 days, such bank 
should keep at least gf,000 in undivided-profit 
account. If, after deducting the items named 
above, there remains any earnings, then Io per 
cent. of this sum should be carried to surplus 
account, after which the remainder may be di- 
vided among the stockholders. A failure to 
observe these requirements before paying a 
dividend, will constitute a violation of section 31 
of our banking law.” 


ALLEGED Loss oF Bonps.—On December 23 
last, a Mrs. Irving, renter of a safe in the Lin- 
coln Safe Deposit Company of New York, had 
access to her safe and announced that she had 
been robbed of $13,000 of coupons and ten 
shares of stock. Asa matter of fact these docu- 
ments were in a package wrapped in a news- 
paper and tied with tape in the back of the box, 
but Mrs. Irving at the time refused to permit the 
package to be examined, saying it contained 
only worthless papers. As subsequent investi- 
gation disclosed, she had inadvertently placed 
the envelope containing the bonds and stock, 
when last handled by her, in the newspaper 
package instead of separately in the safe, as 
was her usuai wont. Mrs. Irving became hys- 
terical, and was advised to go to her lawyer 
and return with him immediately, that a 
thorough examination might be made of box 
and contents. Mrs. Irving thereupon ‘‘Lex- 
owed” the company; that is, she engaged the 
law firm of Lexow, MacKellar and Wells to 
represent her interests, who, instead of acced- 
ing to the reasonable request of the company 
for immediate examination, delayed that im- 
portant pre-requisite to discovery of the truth 
for nineteen days, and in the meantime, 
through its distinguished head, indulged in 
numerous consultations with newspaper re- 
porters, through whom the inference was spread 
broadcast that a safe in the ‘‘Lincoln” had been 
robbed, and that an employe of the company, 
who had a duplicate key, was the culprit. 

The newspaper notoriety derived from these 
frequent interviews was very good for Mr. 
Lexow, but very bad for safe-deposit companies 
in general and the Lincoln in particular, as it 
tended to impair public confidence in their in- 
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tegrity and security. Finally, after the public 
had been fed for a sufficient time with the Lexow 
theory, an examination of the contents of the 
box was at last made, and the bonds and stocks 
were found intact. An appropriate statement ac- 
knowledging the mistake and expressing regret, 
was thereupon made, for publication, by the 
daughter of Mrs. Irving (that lady being inca- 
pacitated by illness) but Mr. Lexow refused the 
signature ot his firm tothe statement upon the 
ground that they had no proof that the papers 
were originally placed there by Mrs. Irving, 
and has never so far as is known, made public 
retraction of his unwarranted and injurious as- 
persions, It would be interesting to learn the 
size of the fee asked for these eminent profes- 
sional services. 


WEEKLY MARKET LETTER. 
Criapp & Co., Mitts Buitpine, N. Y. 
NEW YORK, THURSDAY, Feb. 13, i806. 


FINANCIAL OUTLOOK. 


One silver dollar held close to the eye may 
shut from view sixteen of gold. Trade dollar 
statesmen appear trying to prevent gold dollar 
laborers from securing dollars of any kind. 
Services of highwaymen come high at expense 
of public and private credit. An appeal to 
patriotism may be tolerated, but an attack on 
business interest insures contempt. A _ blister- 
ing blast of public opinion may be needed to 
instruct silver senators. 

STRAWS.—We perceive scarcely any evidence 
that the bond sales were designed to be or were 
a popular loan. The Deutsche Bank and foreign 
takings secured nearly '¢ of the hundred 
million Joan. The Morgan Syndicate se- 
cured about one-third the loan at minimum 
prices. Capitalists and corporations took about 
one-third, small banks and investors gota few, 
and the middle classes and masses the crumbs, 
at full prices, the aggregate issue bringing 
about 6 per cent. more than the single syndi- 
cate sales did. This is ample proof of the peo- 
ple’s loyalty when given half a chance. Withal 
itfurnishes much loyal thought and wil! show 
where gold was in hiding and teach offi- 
cials and foreigners that Americans can sustain 
their own credit if given a chance to think and 
act rather than be dictated to. The gold bal- 
ance in the Treasury after President Cleveland's 
first bond issue in February, 1894, was $65,438,- 
377. In December, 1894, just after the second 
bond issue it was $57,784,439. Just before the 
third bond issue in 1895 the Treasury gold was 
but $41,340,181, which was the lowest point 
since 1878. February 10 last it was $42,066,860. 
The last $100,000,000 bonds were sold for $111,- 
378,800 gold, oratarate of $1.11378 or about 
33% per cent. interest, and will likely produce a 
maximum supply compared with averages the 
past three years, or equal any previous mini- 
mum reserve when the Government's income 
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equalled expenses (without borrowing). The 
interest-bearing debt is now $847,361,g60, or 
$262,327,700 more than March 1, 1893, and all 
in time of peace, when our debt should be de- 
creased ratherthan enlarged. The bonds now 
command about 6 per cent. above average 
London and New York prices for gold 
are about the same, consequently the largest 
bond buyer has sold out at about two millions 
profit. English consols now range at 10834, or 
higher than ever. The political horizon appears 
clearing the world over. London papers claim 
the success of our loan is astonishing, and 
proves America will not enter a silver basis. 
There are many reasons why Congress may ad- 
journ early, and when they do disband it is 
possible another advance in products and se- 
curities will soon begin. 


sales. 


STOCKS AND BONDS. 

Bonps.— Municipal bonds continue dull. 
Sales for January were $6,507,721, against 
$6,577,901 for December. Many cheap railway 
bonds appear likely to advance, and should in- 
vite attention among investors who buy to re- 
sell on a 10 or 12 per cent. advance after having 
clipped off a coupon or two. 

RaILway Svrocks.—The “Chronicle” 
mates the Chicago & Northwestern Railway 
earned 2% per cent.or its dividend during 
seven months ending December 31, and had 
left $2,091,257, and predicts the fiscal year will 
close one of the best in the company’s history. 
St. Paul, Burlington and Rock Island may be 
much higher when spring wheat and corn are 
marketed. Louisville’s economies, conserva- 
tism and careful management have gained 
many friends. Metropolitan Traction is likely 
to grow better. The Missouri Pacific bears may 
awake to the real position and become as good 
buyers asthey have been sellers, Atchison’s 
underwriters are likely to assist in pushing 
those securities higher. We see no reason why 
the seconds should not advance. Southern 
Railway stocks continue well supported. Its 
friends predict it is to be the greatest property 
in the country. Tennessee Coal and Iron people 
claim good earnings, and that general condi- 
tions will push that stock to old prices. Ontario 
& Western, Chesapeake & Ohio, Wabash, Kan- 
sas & Texas, and others of the lower priced 
stocks, are beginning to be moved up into line 
with the market. Coal matters are under better 
control. Jersey Central, Reading and other 
coal stocks continue improving, The Interstate 
Commerce Commission has very extraordinary 
powers, that may possibly be a lasting benefit 
to the public, the commission, and the roads. 
Pacific Mail tips are given out that the stock is 
going to 40, 

INDUSTRIALS — Sugar manipulators claim 
earnings the past vear equal $20,000,000 and 
the stock will sell above 1.20 this month and 
1.50 this year. Chicago Gas continues de- 
fended by a few, but not by the masses, It may 
be good stock to let some one else bolster. 
General Electric continues well supported by 
the people who look for a Io or 20 point rise and 
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a control of electrical matters. Leather busi- 
ness is hardly as rapid as the movements of the 
stock. Tobacco’s forthcoming statement may 
furnish another opportunity for stock jobbing 
purposes and matched order methods. Cotton 
Oil and Lead will likely attract more attention, 
Cordage continues a lost orphan, Industrials 
attract more attention. Manipulators will 
doubtless try to make the market more in- 
teresting. 


COTTON. 


February 15, 1894, we wrote: ‘‘Low prices 
stimulate consumption, reduce production, and 
high ones do the reverse.”’ About present prices 
then prevailed. A cropof 1v,000,000 bales was 
grown. Abouta year ago we were advising 
purchases at about 5% cents. Nine months 
later all the world wanted cotton at g'% cents 
per pound. Since then apparently every ef- 
fort known to man has been put forth to secure 
the biggest crop in 1896 yet grown, Recent 
resolutions to plant less acres are but echoes of 
two years ago, and therefore possibly follow 
usual customs. Planters and bull speculators 
have of late unanimously agreed the acreage 
shall be and will be reduced. The visible sup- 
ply is 178,419 bales less than Jan. 1. Spinners 
are reported as booking but very few orders 
and buying: less cotton than for many months, 
Cotton goods range around the low prices of 
lastsummer. Indian and Egyptian supplies 
are larger, and partially make up for an ap- 
parent shortage in our 1895 crop that was 25 to 
30 per cent. short, Indian and Egyptian ship- 
ments being 796,000 bales thus far, against 
596,000 bales a yearago. Our Sea Isiand ex- 
ports equal 84,186 bales, against 71,854 bales 
last season. Otherexports have been 2,907,776 
bales, against 4,818,977 bales. Our stocks at 
interior towns are larger than a year ago. Re- 
ceipts are about 60 percent. as large. Stocks 
at ports and towns aggregate $1,418,589 bales, 
against 1,467,475 bales. Counting Liverpool 
stocks of one million bales, the United Kingdom 
and United States supplies appear as 2,518,589 
bales, against 3,076,475 bales a year ago. We 
do not expect the visible to decrease as fast this 
season as last year. Then the average decrease 
from Feb. rt to Aug. 31 was 85,000 bales per 
week. Ordinarily, the minimum visible supply 
occurs about Sept. 15. Secretary Hester reports 
Texas deliveries to Feb. 8 as 1,543,659 bales, 
against 2,738,967 bales the previous season,and 
1,708,119 a year before. That Texas last year 
brought into sight from Feb. 1 to Sept. I, 495,- 
541 bales, andthe year before 327,646 bales. 
Last week there came in sight 120,405 bales, 
against 166,791 bales a year ago, making a total 
in sightthis year to Feb. 8, of 5,659,927 bales, 
against 8,135,435 bales last season same time. 
We perceive no reason to expect a final count 
will show this crop to be less than seven million 
bales, as per our estimates last September and 
October, nor do we believe, as some bulls pre- 
dict, that the cotton supply will be run out in 
August. Anold saying has proven true ere 
this that ‘‘figures will not lie,” but liars will fig- 
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ure. At present Providence seems to favor a 
large crop and lower prices. 


WHEAT. 


For fifteen years Great Britain has bought 
most of her wheat supplies from North America. 
An English authority estimates exporting coun- 
tries had only 336,000,000 bushels to spare be- 
fore a new harvest and importing countries 
wants are 72,000,000 bushels in excess of sup- 
plies, and that America apparently holds the 
key to supplies and prices. Liverpool stocks 
are smaller than January Ist. The total stocks 
afloat February Ist were 2,580,coo bushels, 
against 35,000,000 bushels a year previous. Eu- 
ropean stocks were 48,000,000 bushels against 
61,100,000 bushels January 1st. Many predict 
a further decrease this and next month, as ordi- 
nary supplies from Australia, Argentine and 
India will likely not be forthcoming. The 
world’s visible decreased in January 21,965,000 
bushels to 202,832,000 bushels February Ist. 
The Argentine crop is reported about one-third 
short, with quality poor. Shipments likely to 
be late. Pacific coast grain men claim a great 
shortage and that their surplus will goto other 
than European ports. San Francisco stocks 
Feb. I were 4,581,200 bushels against 10,503,000 
a year previous. The Continent continues 
moderate purchases. Chicago appearsto have 
the largest visible supply, exceeding one-third 
America’s visible. Prices are practically lower 
than any other supply centre. The daily trad- 
ing is probably ten times that of any other city. 
Home consumption appears absorbing wheat 
supplies east and south of Chicago. Cash wheat 
commands a large premium on both coasts and 
up and down the Mississippi Valley. Millers 
report running on full capacity, and shipping 
more flour to more winter wheat points than 
ever at this season. Texas and Kansas, Ken- 
tucky and other states are the buyers. Leading 
bulls and longs appear to have sold freely at the 
recent advance. Sentiment continues bullish, 
but buyers are more scattered, orders coming 
to us from Washington, Dakota, Maine and 
Texas. Foreigners show more anxiety and 
prices are not high. Crop prospects as yet have 
little influence on values, apparently the con- 
sensus of opinion favors a further advance a 
little later on, perhaps equaling that of last 
spring, following the decline of past few days. 


CORN. 


Visible supplies continue less than a year ago, 
when the crop was only about half as large and 
prices nearly double. Cribbers appear content 
to buy to hold indefinitely or until prices ad- 
vance materially. The old time bulls at 50c. a 
bushel a year ago, are leading bears recently. 
An old saying seems to hold good now, i.e., 
**Sell corn short on the tail end of a short crop 
and bull the beginning of anewcrop.” January 
exports were over 15,000,000 bushels and have 
seldom been exceeded. We foresee no reason 
why conservative purchases, backed with a little 
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money, plenty of time and patience, will not 
pay handsome profits. 


OATS. 


Light weight and seedy oats are reported from 
many sources. New England is a liberal buyer 
of clipped oats. Consumption and waste is 
large, Speculators are disgusted, prices are 
low, and there is apparently more reason to buy 
than to sell. 

PROVISIONS. 


Chicago packers are making more contract 
products than usual and less domestic and ex- 
port cuts. Exports of provisions recently are 
less than a year ago. The southern demand 
continues disappointing. Chicago continues 
receiving but little product from country points, 
Many predict receipts of hogs for February and 
March will be less than expected. 785,000 
reached Chicago in Feb’y 1895; now only about 
500,000 are expected this month. The average 
is falling off. In January it was seven pounds 
less than in December, May pork sold in De- 
cember at $8.65 and January 27 at 11.15. 
Pointers are out it will sell very high this spring, 
Packing from November 1, 1895, to February 8, 
1896, was 5,805,000 hogs against 5,895,000 hogs 
corresponding time last season. 

Yours truly, 
CLAPP & COMPANY. 


Note.—Our annual Souvenir Book, covering 
transactions of the four leading American ex- 
changes for 1895, will contain about 375 pages, 
giving receipts, shipments and exchanges at all 
points having clearing. house facilities. It will 
be beautifully bound, and contain much gener- 
al statistical and other valuable information for 
merchants, bankersand business men generally. 
Delivered free to any address upon receipt of 
$3.00. 

Please allow a neighbor to keep this and you 
send for another. 

Wednesday, February 12, 
birthday, all exchanges closed. 


being Lincoln’s 


—\—_>___——__-- 


A STRONG BANK AND A STRONG BoArD— The 
“‘Twin-City Daily Sentinel,” Jan. 15, 1896, 
speaking of the People’s Nat. Bank of Winston, 
N. C., says: ‘‘The Messrs. Fries, of Salem, 
Brown Bros., Vaughn & Co., Frank Brown, 
J. F. Griffith, A. C. Volger & Son, R. M. Me- 
Arthur and other of the very strongest men and 
firms in town and out of town, have bought 
large interests in the People’s National Bank, 
and that institution will now haveali the money 
and backing that any bank can have. The 
strongest of the old stockholders retain their in- 
terests and the business will be vigorously and 
successfully pushed. The same officers are 
still serving under the direction of that strong 
board of directors announced yesterday. J. W. 
Fries, W. A. Blair, J. B. Vaughn, W. T. Brown, 
Joe Jacobs, A. H. Eller, and T. B. Bailey.” 

Mr. Fries, the new president, is one of the 
leading men of the state. The bank’s deposits 
have doubled in one month. 
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